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WHY TOP MEN DUCK WASHINGTON 


Te new Administration has been ex: 
periencing unexpected difficulties in re- 
cruiting the manpower to fill out its poli- 
cy-making team. Not the dozen or so very 
top places, for there are many aspects of 
the highest public posts which appeal even 
to men who must make heavy sacrifices 
to accept them. A notch below, on the 
other hand, scores of subordinate posi- 
tions in the new Administration, which 
are much more important than the gen- 
eral public realizes, have gone begging for 
weeks before being filled with second, 
third and fourth choices. What is it that 
determines whether good men will or will 
not go into government? 

The inducements that persuade a man 
to take a first-rank government job—in 
spite of monetary drawbacks—are very 
strong indeed. The first, of course, is 
patriotism; other, less altruistic considera- 
tions include prestige, power and in- 
fluence. These considerations make it 
relatively easy for a President to fill his 
Cabinet posts with men of first-rate abil- 
ity. Take one step down the ladder, 
though, and the picture undergoes a great 
change. The labor of a second-in-com- 
mand is hardly less important and hardly 
less difficult than that of the head of the 
department; but the recompense in power, 
in influence, and in prestige is vastly re- 
duced. 

There is, to begin with, the official in- 
quisition, which long ago passed beyond 
the legitimate questions of a man’s honesty 
and ability and became an incessant fish- 
ing for something that can be used for 
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partisan advantage. A man who has had 
the bad luck to marry a silly or vicious 
woman is today all but barred from pub- 
lic service. In addition, of course, there 
is the daily shower bath of mud flung by 
political scavengers, gossip columnists and 
fanatics of every stripe. That is an oc- 
cupational risk. 


The expense of Washington life is sub- 
stantial even if a man draws as high as 
$18,000 a year, the top salary for a sub- 
Cabinet position.* Accepting a govern- 
ment post may involve buying or renting 
an extra house, moving and _ travel 
charges, taking the children out of school, 
or other costly inconveniences. It may 
cost an executive a future promotion, a 
lawyer an important client, a business man 
his prime years. 

Finally, such men are definitely ex- 
pendable. Many a man has found his 
career summarily ended through no fault 
of his own, but to save the face of his 


chief. 


These factors combine to make Govern- 
ment positions on lower policy-making 
levels most difficult to fill with com- 
petent men. Where the solution will be 
found no one less than a political phi- 
losopher can say, but it will not be found 
in the office of the Treasurer of the 
United States. In some offices increased 
salaries may help, but money alone will 
not solve the problem. The best type of 
public servant is not and never was paid 


* For a detailed comparison of executive pay pat- 
terns in government and industry, see ‘‘Executive 
Compensation in the Federal Government” by 
— M. Rosow in PERSONNEL, March, 1953. 
_ Dd. 
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in legal tender anyhow. His real pay is 
in non-material satisfactions, and it is 
these that must be increased if the service 
is to attract and hold the kind of men 
it ought to have. 

How to increase such satisfactions? An 
Englishman who would not be faintly in- 
terested in a big salary will toil like a 
galley-slave year after year for no reward 
except the privilege of kneeling before 
his sovereign and being tapped with the 
Sword of Honor. Similarly, a Frenchman 
will work to the verge of collapse for 
nothing but a scrap of red silk to wear in 
his buttonhole. But there is no equivalent 
non-monetary compensation for an Ameri- 
can. 

The situation could be improved to some 
extent by taking steps to make Congres- 
sional investigations less brutally oblivious 
of the rights of individuals. But this 


would be difficult without putting ham- 


pering restrictions on the investigatory 
powers of Congress, and that would be 


definitely against the public interest. In 
any event, even if we discovered how to 
work the miracle of establishing fairness 
by statute, it would be no more than a 
negative improvement. What we need 1s 
something to make government service 
more attractive to men of exceptional 
ability. 

The problem deserves more careful pub- 
lic attention than it has received in this 
country. Lesser officers of government 
are, on the whole, fairly well rewarded 
by fair salaries, reasonable tenure, good 
working conditions and various benefits 
under civil service. The highest officers 
of state receive their reward in the respect 
of their fellow-citizens. The men _ be- 
tween can't be recompensed in dollars and 
they are not, generally speaking, paid in 
public esteem for the serious disadvan- 
tages they incur by entering public serv- 
ice. So the flat truth is they are not ade- 
quately paid; and it is unbecoming a 
great nation to exact services from its 
citizens without payment in full. 


—GERALD W. JOHNSON. The New York Times Magazine, May 3, 1953, p. 19:2. 


Executive Deportment—A New Angle 


ONE OUT of every three business men is in the habit of putting his feet up on his 
desk at least once a day, according to a survey reported in the March, 1953 issue 


of Office Executive. 


Muscular tension, the survey revealed is the most common symptom of 


business worries. 


Raising the feet to desk level is said to break up muscular 


habit patterns, releasing tension on the large muscles at the back of the thigh. 


This, in turn, diminishes mental tension. 


For the benefit of executives who might wonder about the propriety of re- 
laxing in this fashion, the survey's authors point out that modern posture chairs 
will enable them to do so with dignity and grace. 


Sponsors of the survey: 


The National Office Furniture Association. 





RECOGNIZING that obesity constitutes a major threat to health for business men, 
some companies have developed special diets for their executives. Westinghouse's 
executive dining room features a 350-calorie “Waistliner” luncheon and posts a 
calorie count after every item on its menu. 

—Time 3/30/53 
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TOMORROW’S MANAGERS: HOW SHOULD THEY BE EDUCATED? 


Awmerican Business is talking a great 
deal these days about its need for more 
broadly-educated men. More and more 
frequently, executives are heard to say 
that they can (within certain obvious 
limitations) create their own “specialists” 
after they hire them, but what they need 
and can’t create is men with a decent 
general education. 

Over-specialization, they complain, is 
robbing business of potential top-manage- 
ment material. The trend toward more 
and more undergraduate specialization 
can be readily documented. A recent 
Fortune survey of 50 colleges and uni- 
versities shows that students are taking, 
and colleges are giving, less fundamental 
education than ever before. Business men 
are rightfully alarmed. 

And who is to blame? The fact is that 
business itself—through its own personnel 
recruitment policies—is largely to blame. 
Judging from the job specifications that 
company recruiters are currently bring- 
ing to the campus, the going market for 
men with a broad general education, 
particularly liberal-arts majors, is not 
nearly so reassuring as are the words of 
top management. 

Yale is a case in point. In 1950, of 
the 66 manufacturing companies that re- 
served interviewing space, only 18 men- 
tioned possibilities for liberal-arts gradu- 
ates. In 1952, only 16 of 117 manufac- 
turing companies even alluded to B.A. 
graduates in their presentations. 

In other colleges the story is much 
the same. Of the first 200 recruiters 
to visit Johns Hopkins University this 
year, only 16 were willing to have a 
look at liberal-arts majors. 

Recruiters who do show interest in a 
student with a liberal-arts background 
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generally seem to be hoping that the 
candidate may have other qualities—such 
as “personality” or “leadership” in extra- 
curricular activities—to counterbalance 
his archaic course of studies and make 
him useful after all. 


In the colleges, the recruiter's employ- 
ment specifications are read as a measure 
of the rewards and expectations of busi- 
ness; the whole campus has been put on 
notice that the “impractical” liberal-arts 
education does not pay off. As one place- 
ment officer puts it, “the student who is 
trained to think in words, who can write, 
who has interest in and some under- 
standing of our complicated world,” gets 
the impression he is just about useless 
to industry. 

The records show how well the lesson 
has been learned. Out of the 227,029 
men who got their first degrees from 
1,306 colleges and universities last year, 
less than a third took courses that by 
any stretch of the definition made them 
products of a general education. It is 
estimated that an even smaller proportion 
of this year’s undergraduates will have 
had the benefit of a general education. 

One of the reasons for this drop is 
that most colleges all but swamp the 
student with vocational “electives.” So 
college bulletins list courses like Furs; 
Advanced Furs; Employment Seminar— 
How to Get and Hold a Job (listed as 
a “comprehensive course”); and Person- 
ality Development—lIts Effect in Business. 
Moreover, the amount of time under- 
graduates are required to spend on funda- 
mental education before launching into 
their vocational specialty is being steadily 
reduced. 


Some business men think it’s time that 
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education started talking back—and for 
business’ as well as education’s sake. “It 
is the broader-gauge man who is scarce,” 
says Gulf Oil’s President Sidney Swen- 
srud. “The men who come into manage- 
ment must understand the whole sweep 
of modern economic, political, and social 
life.” 

Says Irving Olds, U. S. Steel’s retired 
board chairman, “The most difficult prob- 
lems American enterprise faces today are 
neither scientific nor technical, but lie 
chiefly in the realm of what is embraced 
in a liberal-arts education.” 


Whatever the long-range answers to 
these problems may turn out to be, the 
immediate remedies are fairly clear. For 
one thing, business should reduce its de- 
mands on the colleges for specialists, even 
if this involves paying for greater on-the- 
job training opportunities. Second, cor- 
porations ought to give more generous 
financial support to the private liberal- 
arts college. Third, top business men 
sitting on college and university boards 
will have to give at least moral impetus 
to general-education programs in under- 
graduate schools. 


—Fortune, April, 1953 p. 113:3. 


PUTTING DIRECTORS ON A SALARY 


More anv more, outside members of 
boards of directors—those who aren't 
company officers—are wondering whether 
the time, effort, and responsibilities that 
go with the honor are worth the com- 
paratively small fees. 


For this reason, many companies today 
are wrestling with the problems of (1) 
getting good men to serve on their boards, 
and (2) paying them enough—once they 
get them—to command their services. 


In most companies, directors who aren't 
officers get something like $100 a meet- 
ing, plus expenses. In addition, they often 
get fees for attending committee meetings. 
That can add up to a tidy sum—but it 
still isn’t enough to satisfy a lot of di- 
rectors. 

General Mills, Inc., is an exception to 
the rule: Of the 16 men on its board, 
nine get $10,000 a year each (plus travel 
expenses) for their services as directors. 
Of the other seven, five—who hold top 
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operating jobs in the company—get only 
their salaries. Seven of the nine who get 
$10,000 a year are outside directors; the 
other two are former General Mills ex- 
ecutives. 

The board meets monthly, with one 
meeting a year devoted to a field trip to 
one of the company’s plants. Each month- 
ly meeting has a carefully planned agenda. 
Every project or problem to be brought 
before the board is prepared as a report 
and mailed to each director well in ad- 
vance of the meeting. Directors are ex- 
pected to be familiar with the details— 
purposes, cost figures, possible savings— 
before the meeting. It is estimated that 
the directors put in at least 20 hours of 
study time in preparing for every meet- 
ing, in addition to travel time to and 
from the meetings for out-of-town mem- 
bers. 

Besides regular meetings, the annual 
field trip, and special sessions when the 
need arises, General Mills’ directors must 
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serve on standing committees—such as 
the audit committee, made up of outside 
directors; the incentive policy committee; 
and the stock option committee, which 
passes on allocations of stock for key 
employees. 


The board members are also on the 
executive committee, which acts in emer- 
gencies and relieves the full board of rou- 
tine matters. On top of this, two man- 
agement functions report directly to the 
board: research and public services. 


Putting directors on a salary may be- 
come standard practice in a few years. 
Whether or not they get a raise, many 
directors would rather be paid regularly 
by check instead of having their mecting 


fees placed before them in a little en- 
velope. From the company point of view, 
the annual fee can make sense, too, since 
the board chairman can call a director for 
a special job without feeling hesitant about 
imposing on his good nature. 


The fee-for-attendance system does 
have one thing in its favor: It requires 
directors to make an effort to get to 
meetings. But attendance at meetings is 
only a small part of the value of a di- 
rector. His experience in special fields, 
knowledge of general business conditions, 
and an outside point of view are most 
important. An annual fee recognizes a 
director for what he is—a management 
consultant. 


—Business Week, March 28, 1953, p. 136:2. 


Free Trade vs. Protective Tariffs—An Opinion Survey 


IN A RECENT Mill © Factory survey made among 192 industrial firms of all 
types and sizes, 38 per cent of the respondents stated that foreign products compete 


directly in domestic markets with items they manufacture. 


Of companies so 


affected, 64 per cent said such competition is eased by federal protective tariffs. 
Respondents held varying views about what the present administration should 


do about current tariff regulations: 


34 per cent favored increasing tariff amounts, 


54 per cent were for lowering them, and 12 per cent believed tariffs should be 


entirely eliminated. 


Establishment of free trade would not be unfair to American industry, ac- 
cording to 65 per cent of the replying firms. This group felt their products could 
hold their own against imports in a free market. 


—Mill & Factory 4/53 


The 100 Largest Manufacturers 


THE 100 largest manufacturing corporations had at the close of 1951 total assets in 


excess of $60 billion. 


Roughly 60 per cent was in cash, securities, inventories 


and receivables; 40 per cent in land, plant and equipment. 
Average employment in the 100 companies is about 42,000, and the assets 


represent an average investment of roughly $15,000 per employee. 


Fifty-two of 


these largest companies have more shareholders than employees. 


Twenty of the 100 largest companies are in the petroleum field, 17 in primary 
metals, 13 in food and kindred products, six in chemicals, five in transportation 


equipment. 


—Sales Management 4/1/53 
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ARE YOU “TALKING DOWN” TO YOUR PUBLIC? 


Timry years aco it was commonly as- 
sumed that to reach a mass public in 
America the language and the appeal of 
your message had to be suited to the men- 
tality of a 10-year-old child. Aim higher, 
it was said, and you lost your audience. 


If there was ever a grain of truth in 
that assumption, it has long since van- 
ished. Today, the American business man 
is often in real danger of underestimating 
the intelligence of those to whom his mes- 
sage is directed—whether they are con- 
sumers, employees, stockholders, or some 
other public. It is high time for all of us 
to emerge from what has almost seemed 
a national inferiority complex with re- 
spect to our civilization, take stock of our- 
selves, and realize the truth: that our 
American economy represents an accom- 
plishment unsurpassed at any time in the 


history of any people, combining as it 
does the world’s highest material standard 
of living with a higher level of cultural 
life for all. 


Let’s consider a few facets of our cul- 
ture. In 1950 there were 28 million high 
school graduates in our population. In 
1951, 2,225,000 were enrolled in colleges 
or universities. Adult education classes 
are mushrooming today all over the coun- 
try. 

Increasingly, commerce and industry 
demand executives with professional train- 
ing in the complexities of modern business, 
preferably superimposed upon an under- 
graduate course in liberal arts. College 
professors and deans serve on boards of 
directors and act as consultants to cor- 
porations; businessmen teach university 
classes, give special lectures to under- 
graduates and graduate students, and con- 
duct specialized courses for executives. 
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Many of our labor leaders, too, are 
college-trained. 


A great many of our finest minds are 
going into science—and scientists are no 
longer confined to academic laboratories. 
Last year 50,000 of our scientists and re- 
search engineers were working for col- 
leges or universities, 30,000 for the gov- 
ernment, and 57,000 for business. 


Throughout our civilization there is an 
interplay between education, making a 
living, and enjoying life. In the field of 
art, industry has taken the place of the 
church and the royal court as patron and 
also as subject. Industry commissions art- 
ists to do paintings, and exhibits thcir 
work. Modern, living art, as well as the 
work of the old masters, is of interest to 
a wide public. Executives of big com- 
panies are patrons of both museums and 
artists. Department stores have exhibits, 
sponsor art projects, and award prizes. 
Even supermarkets have shown paintings. 


Our 110 million radio sets and 20.25 
million television sets have contributed 
greatly to an increased appreciation of 
good music. As nearly as can be esti- 
mated from sampling surveys, three mil- 
lion families tune in when Toscanini 
broadcasts. Americans bought 27 mil- 
lion classical records last year, and two 
symphonies were among the 10 “best sell- 
ers.” There are 200 symphony orchestras 
and 13 local opera companies in the U. S. 


Travel abroad, once a luxury available 
only to the few, is now easily within reach 
of the many. Secretaries take off-season 
cruises identical with the ones the boss 
enjoys in season. More than half the 
families in the United States now take 
annuai trips that average 10 days away 
from home. Ina year, it is estimated, two 
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million Americans aside from service men 
travel abroad. 


Last year we spent 96 per cent more 
dollars for books than we did even 10 
years ago. A total of 11,255 books and 
7,050 magazines were published in the 
course of the year. 


Our church membership today is the 
largest in our history. The Yearbook of 
American Churches of the National 
Council of Churches of Christ in the 
U. S. A. reports 88,673,005 members, or 
58 per cent of our present population. Be- 
tween 1940 and 1950, when the popula- 
tion increased 15 per cent, church mem- 
bership increased by at least 34 per cent. 
Sixty per cent of our population attends 
a religious service once a week, as com- 
pared to approximately 15 per cent in 
Britain, Norway, and Sweden. 


Our system of private enterprise, our 


materialistic concern, is not the end prod- 
uct of American life but the instrument 
by which we attain higher productivity 
and more leisure, much of which is spent 
on projects to make a better way of living 
and to make possible a higher American 
culture. We are constantly lowering the 
number of hours a man must work to 
provide the necessities and desirables for 
his family. 

We are a capitalistic country, but that 
capitalism is not concentrated in the hands 
of the few as it was at the turn of the 
century. Our system helps the underdog 
not only to better himself economically but 
to become an educated, well-adjusted, 
traveled, well-read, and cultured citizen 
of the world. We are, as we have been 
from the beginning of our history, the 
true revolutionists, the real champions of 
the common man. 


—RutTH R. Reep. Advertising Agency, March, 1953, p. 52:5. 


How Automatic Can We Get? 


HOW MUCH automation have we accomplished already in comparison with what 
is yet ahead of us? I know of no authoritative statistics that can tell us accurately 
what part of our instrumentation potential has been reached, but as I see it we 
are only nicely started. We may be 10 or 20 per cent along the way. 

We are, of course, making remarkable progress toward automatic manufacture. 
But if we are realistic, we probably should expect no all-inclusive automation where 
no man works, yet everyone enjoys all the products he wants at little or no cost. 
There will be many places for highly automatic processes, but there will still be 
others where full automation will never make engineering or economic sense. 
Workers doing even such jobs as tightening bolts are regularly performing sensing, 
safety, and other operations which are often difficult and expensive to do auto- 
matically. 

Actually, much automation is now as close as the nearest instrument engineer 
and master mechanic; and much technology is lying there ready to use. But until 
the systems-engineering responsibility is settled, the determinants of product 
quality and safety are expanded, and education is broadened, the partial or complete 
automatic factory will continue in its present, somewhat chaotic, state. Despite 
such promising solutions as servo-mechanism techniques, the over-all systems ap- 
proach is really at an immature stage, particularly at the financial or management 
level, since management conditioned to traditional ratios of expenditures has yet to 
fully recognize that systems engineering, as a function, justifies its cost. 


—Hewnry F. Dever before the Symposium on Instrumentation for the Process Industries. 
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PICKING A NEW PLANT SITE 


The secection oF a site for a new plant 
is one of the most critical policy de- 
cisions industrial management has to 
make. In recent years, technical changes 
have made many more sites available than 
were previously possible, and many new 
aids to selection are now at management's 
disposal. In addition, certain changes in 
public policy on land use have made it 
essential for industries to exercise greater 
care in fitting themselves into existing 
community patterns. 

Whether the investigation of new sites 
is conducted by a company official or an 
outside consultant, it is essential that all 
information be reduced to comparable 
terms and carefully scrutinized to elim- 
inate non-factual material. Two basic 
sets of facts must first be established about 
the nature of your new plant’s operation. 
The first deals with certain absolute re- 
quirements; the second has to do with 
more flexible factors. 

Here are some of the questions that 
must be answered in determining what 
requirements should be classified as in- 
flexible: 

Is it absolutely essential that the pro- 
posed plant have a railroad siding on the 
premises? 

Will the type and amount of trucking 
activity be such that high standards of 
street and highway design will be essen- 
tial? 

Are industrial processes contemplated 
which might limit the choice of location 
because of possible zoning regulations, air 
pollution controls, or laws defining noisy 
operations as public nuisances? 

Are there unusual requirements which 
make special utility services and capacities 
absolutely essential? 

What is the minimum parcel size, tak- 
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ing into consideration possible expansion 
needs and growing parking requirements? 


Would a sloping site facilitate machin- 
ery layout, or is level terrain essential? 


What is the size of the executive and 
labor force that must be accommodated in 
suitable housing within commuting radius? 


Are there other absolutely essential re- 
quirements? 

Many factors, such as soil bearing ca- 
pacity, labor wages, labor relations, taxes, 
utility costs, insurance rates, and land 
costs are excluded from the above list be- 
cause—with rare exceptions—any one of 
them, no matter how adverse, could con- 
ceivably be outweighed by savings else- 
where. 

The second set of facts which must be 
developed before field work commences 
consists of the estimates of probable quan- 
tities for the numerous variable factors. 

First, we must estimate what the prob- 
able labor requirements will be by types 
of skills. Second, we must know the na- 
ture of incoming freight and its point of 
origin. Third, we must have the same 
information for outgoing freight. Finally, 
we must know something of the miscel- 
laneous services that will be required from 
outside contractors and suppliers. 

Having established these two sets of 
basic assumptions, the analyst is now 
ready to commence his field investigations. 
Using the first set of assumptions, i.e., the 
essential requirements, he will first identi- 
fy all those locations which meet the spe- 
cifications and are therefore worthy of 
detailed consideration. His next step will 
be to collect cost data on all factors which 
will affect actual operations. 

Possible sources of such information are 
almost numberless. They include busi- 
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ness contacts and correspondents in other 
cities, such as banks, attorneys, manufac- 
turers’ agents, or the company’s own sales 
force. There are many development as- 
sociations, public, semi-public, and pri- 
vate, which may provide needed help. In 
addition, most railroads and utilities now 
offer industrial development services. In- 
dustrial realtors are represented in many 
cities by a chapter of the Society of Indus- 


governments, through their many offices, 
offer a great deal of information. Uni- 
versity libraries, public libraries, and in- 
dustry-maintained libraries are often in- 
valuable sources. 

While the proper procedure for select- 
ing a plant site may vary considerably 
with the individual circumstances, its basic 
feature in every case should be meticulous 
attention to all possible factors, both fav- 


trial Realtors. The federal and state  orable and adverse. 
—Rosert P. DANIELSON. Pacific Factory, May, 1953, p. 42:3. 


Profits and Presidents’ Pay 


BEFORE A corporation can pay its president a salary of $100,000 annually, it 
should be earning profits of $6!4, million. This represents the standard pattern 
for compensation of presidents of both small and large corporations, according to 
a recent study by the Wolf Management Engineering Company (Chicago) of the 
records of more than 85 companies in a wide range of industries, and of public 
statistics on the compensation of presidents. Here is the breakdown: 

For $50,000 pay, profits must be $1!/4, million. To get the same pay in below- 
average industries, the company must be making $3!4 million. 

For $75,000 pay, profits must be $3!4 million in most industries; $1014 
million in industries paying below-average compensation; and only $214 million 
in industries paying above the average. 

For $100,000 pay, profits must be approximately $614 million, but only 
$314 million in above-average industries. 

For $125,000 pay, the typical president must produce about $13 million 
in profits, with above-average industries requiring but $6 million profits for the 
same pay. 

For $150,000 pay or more, the pattern is less clear, since relatively few 
companies pay their presidents this amount. However, it generally takes $25 
million in profits in the typical corporation before the president's pay reaches 
$150,000, though in above-average industries it takes but $12'4 million in profits 


before the president’s pay exceeds $150,000. 
—The Controller 4/53 





THE ENORMOUS ROOM: We have recently entered a room, the door to which was 
labeled the atomic age. We are in that room and we have found that it is so large 
and so dimly lighted that we cannot begin to perceive its size or to recognize what 
is in it. And we do not know how many doors lead from: this room into other 
rooms, perhaps just as significant in the history of man. But we have crossed the 
threshold and we cannot turn back. All we can do is go forward as boldly—yet 
as wisely—as we can. One of the great responsibilities we assumed when we 
gained our position of atomic world leadership was to lead the way into the atomic 
age. 

—Gorpon Dzan in The Clarkson Letter (Clarkson College of Technology, Potsdam, N. Y.) 1/53 


The Management Review 








Also Recommended « « « 





WHO OWNS AMERICA? By Harold F. Clark. 
Challenge Magazine, New York University, 
(32 Broadway, New York 4, N. Y.), May, 
1953. 20 cents. Most of the people own most 
of the wealth in the United States, with two- 
thirds of all income going to persons earning 
less than $7,500 a year, the author states. 
Widespread ownership is important, he says, 
but not nearly as important as investment of 
our wealth in factories, machinery and equip- 
ment to increase production. 


“HE'S IN A MEETING.” By W. H. Conant. 
American Business (4660 Ravenswood Ave- 
nue, Chicago 40, Ill.), April, 1953. 35 cents. 
About 85 per cent of the committee meet- 
ings in business are a waste of time and 
money and a serious annoyance to outside 
business associates who cannot reach execu- 
tives attending these conferences, the author 
believes. More analytical thought and better 
solutions to problems can be given through 
letters, memorandums, telephone conversations, 
and two-man discussions than by group con- 
ferences, he contends. 


THE TRANSIENTS Il: THE FUTURE, % PARK 
FOREST. By William H. Whyte, Jr. Fortune 
(9 Rockefeller Plaza, New York 20, N. Y.), 
June, 1953. $1.25. How will today’s junior 
executives run things when they get to the 
top? This article finds clues in the way they 
make their homes and deal with their neigh- 
bors in the new package communities, such 
as Park Forest, Illinois, which is described here 
in detail. The emphasis is upon society and 
the job of adjusting to it, upon cooperation, 
and upon participation in a wide variety of 
community projects, the author found. 


WHAT WE ARE LEARNING ABOUT SOVIET TECH- 
NOLOGICAL PROGRESS. By R. M. Winters. 
Commerce (1 North La Salle Street, Chicago 
2, Ill.), May, 1953. 35 cents. Russian en- 
gineers are keeping up with U. S. technologi- 
cal progress in such fields as atomic energy, 
electronics, and aviation, the author concludes 
from reports of U. S. officials and students 
of Russian science and economics. In the 
early 1950's the Soviets were able to exceed 
their best pre-war production, largely because 
of their high regard for education and science, 
their ability to translate basic research into 
immediate practical results, and their decision 
to hire foreign technicians before and after 
the war, the author says. 
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TOP MANAGEMENT BY MATHEMATICS. Business 
Week (330 West 42 Street, New York 36, 
N. Y.), May 30, 1953. 25 cents. Already 
successful in developing the most efficient 
method of cracking crude oil into many prod- 
ucts and helping companies with seasonal sales 
decide the best production schedules, linear 
programming—a method of solving manage- 
ment problems by techniques used in the phy- 
sical sciences—may some day help business to 
measure good will or to decide on the basis of 
the past behavior of competitors whether to 
produce more or cut back, this article predicts. 


AMERICAN BUSINESS AND THE INDEPENDENT 
COLLEGE. By Louis B. Lundborg. Vital 
Speeches (33 West 42 Street, New York 36, 
N. Y.), May 1, 1953. 30 cents. The corpor- 
ation today is the major beneficiary of two 
products that colleges and universities manu- 
facture—the trained mind and a climate of 
freedom, a bank executive points out. Busi- 
ness, therefore, should willingly replace part 
of what it has taken in trained manpower and 
research knowledge by financial contributions 
to independent colleges and universities, which 
are badly in need of funds. 


DEVELOPED AND UNDERDEVELOPED COUNTRIES 
IN INTERNATIONAL ECONOMICS. Studies in 
Business and Economics (Bureau of Business 
and Economic Research, University of Mary- 
land, College Park, Md.), June, 1953. An anal- 
ysis of the issues involved in economic rela- 
tions between developed and underdeveloped 
countries with special emphasis on the indus- 
trialization of previously agricultural regions. 


SLICHTER LOOKS AHEAD. By Sumner H. Slich- 
ter. Commerce (1 North La Salle Street, Chi- 
cago 2, Ill.), April, 1953. 35 cents. After 
considering four basic factors which will in- 
fluence the course of business during the next 
few years, the author concludes that it will 
be possible to maintain a high level of pro- 
duction and employment if anticipated cuts 
in defense spending are offset by reductions in 
taxes and if an expected reduction in private 
investment is counteracted by higher state and 
local expenditures and a rise in the propor- 
tion of personal income spent for consumer 
goods. Should international developments com- 
pel a substantial rise in defense spending, plans 
for increasing consumer spending must be 
quickly laid aside, he believes. 
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HOW CAN WE RECRUIT MORE ENGINEERS? 


E. D. SERAPHINE 
Engineering Manpower Commission 
Engineers Joint Council 


Asout 5,200 industrial firms are com- 
peting this year for an estimated 22,500 
engineering graduates. Of these, about 
10,000 will be unavailable to industry 
because of R.O.T.C. and selective service 
commitments. Yet some companies will 
require as many as 600 engineers. That 
is the grim outlook for the remainder 
of 1953. 

What are these engineer-starved firms 
doing to correct this situation? Among 
other things, they are actively working 
with secondary schools throughout the 
country to impress upon the student 
bodies the need for engineering and scien- 
tific talent. Through various channels, 
these students are being urged to take 
aptitude tests and to study the necessary 
science subjects to equip themselves for 
a college career. In many cases, industrial 
“open houses” are being held so that 
groups of interested secondary school stu- 
dents may view the engineering aspects 
of industry under the guidance of their 
teachers. In many instances these pro- 
grams are showing results. Freshman en- 
rollments in engineering colleges have ex- 
ceeded previous estimates for this year 
and are expected to top original estimates 
for the fall of 1953. 

Deans of engineering colleges are ally- 
ing themselves with these industrial efforts 
and approaching high-school students in 
their areas. Many of the engineering col- 
leges are working hand in hand with in- 
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dustry by holding week-long sessions at 
which qualified high school students are 
given an engineer’s-eye view of college 
facilities. 

Coupled with these efforts is a large 
and constantly growing scholarship pro- 
gram. Industry, colleges, foundations, and 
many other groups are making funds 
available to deserving students. Students 
who feel that they can qualify for scholar- 
ships are being urged to contact their 
high school principals, the engineering 
colleges that they prefer, or local indus- 
trial executives, for information on schol- 
arship aid. 

Such organizations as the Engineering 
Manpower Commission of Engineers 
Joint Council, which is directly concerned 
with the engineering manpower situation, 
are working closely with industry in these 
efforts. 

While the increasing freshman enroll- 
ments in engineering are gratifying for 
such organizations, they feel that induc- 
ing qualified young men to enroll in en- 
gineering colleges is not the whole answer. 
In spite of the scarcity of engineers, their 
services are in some cases being poorly 
utilized. Industry in general, however, 
has turned over a new leaf in this re- 
spect during the past year. In many cases, 
companies have surveyed their engineer- 
ing departments with a view toward free- 
ing the engineer from work that can be 
performed by sub-professional aides so 
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that he may devote himself more fully 
to specific engineering tasks. 

The problem of utilization is further 
complicated by the manpower demands 
of the military. College R.O.T.C. pro- 
grams are being stepped up to such a de- 
gree that in 1955, if present planning 
is implemented, about 50 per cent of the 
graduating classes will be obliged to ful- 
fill service periods in various branches of 
the armed services. Moreover, young 
graduate engineers who have not com- 
mitted themselves to R.O.T.C. are being 
drafted. The scales of supply and de- 
mand are badly out of balance—to a 
great extent because in the face of the 
critical industrial need so many engineers 
are obliged to perform military service 
having no relation to their proficiencies 
and training. 

In the light of this situation, many 
companies and industrial associations are 
convinced of the need for corrective legis- 
lation resulting in a manpower policy 
which would allow them the engineers and 
scientists needed for the fulfillment of 
urgent production commitments. 

They point out that recent progress 
in atomic energy, nuclear fission, jet pro- 
pulsion, and the wonder-drug field will 
constantly intensify the need for graduate 
engineers and scientists. Moreover, none 
of industry’s current defense contracts 
can be properly handled without adequate 
engineering and scientific talent. 

As engineers begin to return from mil- 
itary service, industrial recruiters have 
added new stops to their itineraries. They 
have been generally advised by the En- 
gineering Manpower Commission that en- 
gineers returning from the service may 
be located through college placement 
bureaus and through the many branch 
offices of the Engineering Societies Per- 
sonnel Office. Letters and other ma- 
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terial outlining placement service facilities 
have been sent to engineers in the armed 
forces who could be located through vari- 
ous national societies, in the hope of per- 
suading them not to stray into other 
fields of work. Engineers are being told, 
by some of the military publications and 
by letter, that industry wants their serv- 
ices. While the number of returning en- 
gineers is small compared to the estimated 
30,000 needed by industry alone, it does 
offer some hope that the wide gaps now 
existing in most engineering departments 
may to some extent be reduced. 

Though industry's efforts at the second- 
ary school level are not yet producing the 
needed results, they are still continuing. 

A public-service advertising campaign, 
launched recently by The Advertising 
Council at the request of the Engineering 
Manpower Commission, is now reaching 
major proportions. Designed to impress 
qualified youth with the important role 
of the engineering profession in the na- 
tional economy, and to inform them about 
the types of work that engineers do, this 
public relations and advertising drive has 
already brought thousands of letters of 
inquiry from young people who want 
more detailed facts on the qualifications 
required, the colleges that offer training in 
engineering, specific engineering fields, 
and a great deal of other such infor- 
mation—all of which indicates that the 
penetration of the campaign has been 
considerable. 

This, however, is a long-range program 
which promises no immediate satisfaction 
of industry’s present needs. A _ better 
eventual solution would lie in intelligent 
manpower legislation that would enable 
industry to obtain enough graduating en- 
gineers to maintain the technological ma- 
chinery upon which the nation and its 
citizens are so dependent. 








COMPANY INFORMATION SOURCES: 
HOW DO THEY RATE WITH WORKERS? 


From wnat sources do your employees 
get their information about your com- 
pany and their jobs—from bulletin 
boards or the house organ, other em- 
ployees, the grapevine? 

The Industrial Relations Section of the 
California Institute of Technology has 
some ideas on the subject, having spe- 
cialized in tapping the opinions of thou- 
sands of rank-and-filers in numerous 
plants. Cal Tech in a series of opinion 
polls asked employees two questions: (1) 
Through what channels are you now get- 
ting most of your information? (2) 
Through what channels would you prefer 
to get most of your information? 

As might be suspected, there is a con- 
siderable disparity between the media 
being used by management to communi- 
cate to employees and the information 
outlets employees prefer. The following 
are some of the findings. 


The Bulletin Board. Employees are 
fairly satisfied with the bulletin board as 
an information channel, but less than a 
quarter of those surveyed depend on it 
as a major source of information, partly 


because of lack of details. This medium 
of information apparently needs to be 
supplemented by other channels of com- 
munication. Here are the figures on a 
four-company breakdown: 


Now Prefer 
9.0% 
17.3% 
17.1% 


29.5% 


The Employee Publication. Where a 
company has a house organ, a goodly 


Company B 
Company C 
Company D 
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number of employees receive the bulk of 
their information from its pages. The 
breakdown: 

Now Prefer 
12.4% 
30.5% 
17.9% 
14.9% 


Company A 
Company B 
Company C 


The real kicker in these figures is that 
most of the employees surveyed do not 
prefer the house organ as a major infor: 
mation source. Reasons are: a) news is 
stale by the time it comes out in em- 
ployee papers; b) news is not well pre- 
sented; c) news is incomplete; d) em- 
ployees suspect that much news is cen 
sored by management; e) news is accom- 
panied by too much trivia. 


The Employee Handbook. The em- 
ployee manual cannot be considered as a 
good information source because it is 
one-shot reading material for employees, 
and they rarely return to it. The Cal 
Tech survey bears this out. 


Group Meetings. This is a real eye 
opener. In every instance employees pre’ 
fer this method for getting information 
about their jobs and company. 

Now Prefer 
31.2% 
16.1% 
8.9% 
16.7% 


Company B 

Company C 

Company D 
Indications are that if management made 
more extensive use of group meetings, 
much more information would stick with 
employees. Group meetings also afford 
an opportunity for a two-way flow of 
information. 


Talks with Supervisor. This is closely 
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related to the group meeting formula and 
the preference by employees is just as 
great. The figures: 

Prefer 
20.3% 
13.8% 
18.4% 


Now 
14.9% 
8.1% 
12.6% 


Company A 
Company B 
Company C 


still one of the biggest dispensers of in- 
formation. The Cal Tech survey shows 
that a considerable proportion of workers 
get their information by word of mouth 
and the material is often distorted by the 
time it gets around the shop. 


Here are 


the figures: 


Company D 15.2% 22.8% 


Company Letters. Workers like to re- 
ceive personalized communications from 
management and would welcome in- 
creased use of company letters. Note the 
figures: 


Now 


17.2% 


Prefer 
0.7% 
1.0% 
1.5% 
3.5% 


It’s obvious that though employees 
least prefer word-of-mouth of fellow-em- 
ployees as a source of information, they 
depend on it considerably because their 
companies don’t do a good enough job 
of using other available channels. 


Company A 
Company B 
Company C 
Company D 


Now 
15.6% 
2.6% 
11.8% 


Prefer 
19.7% 

9.2% 
18.7% 


Company A 
Company B 
Company C 


Fellow-Employees. The grapevine is 


—Employee Relations Bulletin (National Foremen’s Institute, Inc.), Report No. 377, p. 9:4. 


What's Ahead for the College Graduate 


A BONANZA awaits the current crop of college graduates, for pay and opportunities 
have never been so good as they are this year. Thousands of companies are be- 
sieging the campuses, looking for promising prospects, and the colleges can't come 
near meeting the needs of business. 

Most in demand are electrical, mechanical, and chemical engineers; chemists: 
geologists; physicists; electronics experts; and technical experts, such as accountants 
and actuaries. Aircraft plants, oil companies, and chemical corporations will offer 
the highest salaries. 

Fewer opportunities are open to salesmen, merchandisers and business trainees. 
In least demand are social scientists, psychologists, sociologists, and personnel 
experts. 

Pay will be astonishingly high. In the technical fields, holders of a bachelor’s 
degree command about $330 a month. A master’s degree is worth about $415 a 
month, and a Ph.D., about $500 a month. Graduates in the non-technical fields 
can start at about $300 a month. (In the boom year of 1929, $125 a month for 
new graduates was considered excellent.) 

Girl graduates will also do well. Elementary school teachers, physical educa- 
tion teachers, home economists, secretaries, librarians, X-ray specialists, physical 
therapists, and dental hygienists will find the best opportunities. Girls trained in 
engineering or chemistry are also needed. They'll get about $10 to $15 a week less 
than the boys. 





—Changing Times (The Kiplinger Magazine) 5/53 





THE WORST CRIME against the working people is a company which fails to operate 
at a profit. 
—SaMvuEL GOMPERS 
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GRIEVANCES AND ARBITRATION: 


Grievance and arbitration provisions in 
in one form or another have now become 
almost a standard feature in union con- 
tracts. This conclusion emerges from a 
recent analysis by the Bureau of National 
Affairs of 400 contracts current in 1953 
and covering both manufacturing and 
non-manufacturing industries. The follow- 
ing is a summary of the major findings. 


Time Limits. Initial presentation of a 
complaint is conditioned upon its being 
made within a specified time in about 54 
per cent of contracts. Except in the case 
of appeals from a discharge, these time 
limits are often five to 15 days, sometimes 
longer. (In discharge appeals, time limits 
are frequently 24 or 48 hours.) Subse- 
quent processing is subject to time limits 
more often than are the first grievance 
steps; these time limits usually apply both 
to appeals by the union and to replies 
by management. 


A pronounced recent trend, aimed at 
making the grievance machinery a two- 
way device for handling management as 
well as union complaints, is worthy of 
note. Twenty per cent of agreements have 
incorporated clauses specifically making 
the grievance machinery available to 
management for the formal presentation 
of complaints against the union. 

Written Presentation. About 76 per 
cent of contracts require that complaints 
be put in writing for grievance processing. 
Many of the initial writing requirements, 
plus those of later steps, concern them- 
selves with the situation after the em- 
ployee has failed to receive satisfaction 
from his immediate supervisor. 


Number of Steps. Practically all agree- 
ments provide the skeleton of a grievance 
procedure and indicate the steps to be 
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A STUDY OF CURRENT TRENDS 


followed. Exclusive of arbitration, three- 
and four-step procedures are most prev- 
alent, appearing in about 34 and 30 per 
cent of contracts, respectively. Two-step 
(18 per cent) and one-step procedures 
(11 per cent) follow in that order. In 
general, there appears to be a tendency 
for grievance procedures to lengthen out 
with the size of establishments and their 
complexity. 

Pay for Grievance Activity. About 43 
per cent of contracts provide pay for em- 
ployees who serve as union officials in 
presenting, investigating, and processing 
grievances. A number of contracts very 
carefully word pay-for-grievance-time 
guarantees so that only time spent in ad- 
justment with management is compen- 
sated, not investigatory or other prepara- 
tory time. Fewer than 5 per cent of the 
agreements state that grievance repre- 
sentatives will not be paid for time spent 
in their union job, while over 50 per 
cent make no reference to compensation 
for grievance activity. 


Conciliation. Five per cent of contracts 
now contemplate utilization of councilia- 
tion procedures. About half of these pro- 
visions make conciliation mandatory in 
the event the parties are unable to settle 
grievances between themselves. 


Arbitration. Nearly 90 per cent of con- 
tracts now provide for arbitration of 
grievances arising under the contract. In 
about two-thirds of these agreements, 
either party may invoke arbitration. In 
about a third, arbitration appears to fol- 
low automatically upon a deadlock. 

About 85 per cent of arbitration pro- 
visions (75 per cent of contracts) now 
leave the designation of an arbitrator or 
chairman of an arbitration board to de- 
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cision at the time arbitration is desired. 
These are often described as “ad hoc” 
provisions. Nearly all of the remainder 
designate a “permanent” arbitrator to 
function as umpire in all unsettled dis- 
putes under the contract. The remaining 
contracts do not consider the designation 
of an arbitrator, but most may be con- 
sidered of the “ad hoc” type. 

Restrictions upon the arbitrator are not 
as frequent in contracts as restrictions 
upon the scope of arbitration itself. About 


33 per cent of contracts specify that cer- 
tain matters shall not be referred to ar- 
bitration. In almost all such cases (ex: 
cept in textiles), it is provided that gen- 
eral wage questions cannot be arbitrated. 
Most contracts contain a more general 
restriction to the effect that only matters 
of interpretation or application of the con- 
tract may be arbitrated, excluding con- 
sideration of new issues, over and above 
those treated by agreement, during the 
contract term. 


—Labor Policy and Practice Bulletin (Bureau of National Affairs, Inc.) May 7, 1953, p. 1:4. 





















































“‘While you were on vacation, a question came up about your work 
—what do you do here?” 








Reprinted by special permission of The Saturday Evening Post. 
Copyright, 1952, by The Curtis Publishing Co. 
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‘FLEXIBLE RETIREMENT”: ONE COMPANY’S EXPERIENCE 


Fexiece RETIREMENT, under which in- 
dividuals may be permitted to work 
beyond the age of 65, has been an accepted 
policy for several years at Daystrom, Inc. 
We believe that problems of retirement 
should be handled in much the same way 
as other personnel matters—that is, by ap- 
plying sound principles of personnel man- 
agement to individual problems as they 
arise. 


Four years ago we set up a committee 
of management to study all aspects of the 
problems of our more mature employees 
and report recommendations to manage- 
ment. Its members started out with the 
conviction that compulsory retirement 
was the goal to be sought; after consider- 
able study, however, they were convinced 
of the need for a policy and a program 
based on the facts in the individual case. 

To this end, the committee made a list 
of all individuals 65 years of age and 
over and studied all the known facts 
about each. In cases where retirement 
appeared desirable, further facts were col- 
lected as needed, and plans were made to 
talk to the individual with the purpose of 
eventually “selling” him on the idea of 
retirement. 

In planning programs and reviewing 
the cases of individual employees, the 
committee became strongly convinced that 
not all employees are the same physical 
and mental age at 65, and that while 
some employees over 65 cannot pull their 
own weight, some younger employees 
also produce less than their share. 

Another factor influencing the commit- 
tee’s attitude was a review of the actual 
cost, in terms of inefficiency, of keeping 
older workers on the job. Employees 65 
years of age and over now comprise 4.8 


per cent of the total U. S. labor force; in 
the average large industrial establishment, 
selective employment practices probably 
reduce this figure to about 3 per cent. The 
committee estimated that selective retire- 
ment would probably encourage half or 
more of these to retire, leaving roughly 
14 per cent of all workers in the over-65 
bracket. Even if this group produced at 
no more than 50 per cent of normal level, 
the resulting inefficiency would amount to 
only % of 1 per cent of the total labor 
effort. 

We believe that retirement, where it is 
justified and is the proper action, can be 
“sold” to the employee, and that where 
it cannot, the action itself should be ques- 
tioned. Frequently, this indoctrination 
and persuasion program involves selling 
the idea to fellow workers, relatives, and 
others who surround the individual. The 
problems of retirement, we have found, 
are mainly psychological in nature—ques- 
tions of the individual's value, of his status 
in the eyes of the company and his fellow 
employees, and of what he will do with 
his time. In every case, such factors have 
been much more important than financial 
problems. 

What results do we find in reviewing 
our retirement program? First, we have 
succeeded in retiring those employees 
whose physical condition and work per- 
formance indicated that they should be 
persuaded to retire. So far, we have not 
found one case that we could not “sell” 
if we obtained all the facts and considered 
them from every angle. 

Second, we have had the immense sat- 
isfaction of seeing our older employees 
leave with the feeling that they have been 
treated in a fair and friendly manner. 
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Moreover, we have enlisted the approval 
and the continuing loyalty of their fellow 
employees. 

Third, we do not believe that this pro- 
gram is costly in terms of efficiency. Of 
58 employees over 65 now working at 
our main plant, six are reported by their 
supervisors to be performing above stand- 
ard levels of accomplishment for their 
jobs, 27 others are performing at a normal 
level, and the remaining 25 are perform- 


ing at a level lower than the norm. These 
25 represent 112 per cent of the employ- 
ment group; their cases are currently un- 
der review. 

Flexible retirement has enabled us to 
retain in our work force a considerable 
number of very valuable workers. More- 
over, by dealing in this way with the re- 
tirement problem, we have improved the 
morale and security feelings of all our 
employees. 


—From an address by WitpurR R. HANAWALT before The Institute of 
Management and Labor Relations, Rutgers University. 


How Long Do Workers Stay in a Job? 


THIRTEEN MILLION, or about one out of five of the 59,000,000 members of the 
nation’s civilian work force in January, 1951, had been with the same employers 
since Pearl Harbor or before, according to the Bureau of Labor Statistics’ analysis 
of material gathered by the Bureau of the Census. 

Workers with long periods of service on jobs were concentrated, the Bureau 
finds, in four major occupational groups. These were, in order of importance: 


skilled workers (craftsmen and foremen), semi-skilled operatives, farmers and farm 
managers, and other proprietors and managerial personnel. White-collar work was 
the predominating field of concentration among women with jobs acquired before 


World War II. 


In detail, the BLS breakdown was as follows: 


All workers employed in jobs acquired 
before World War II 


Number Per 


(millions) cent 


Men Women 
Number Per 


(millions) cent 


10.6 100 2.4 





Craftsmen, 
workers 


kindred 


foremen, and 


Operatives and kindred workers 
Farmers and farm managers 


Managers, officials, and proprietors, 
except farm 


Professional, technical, and kindred 
workers 


Sales workers 


Service workers, including private 
household workers 


Laborers, farm and non-farm 
. Less than 100,000. 
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2.2 21 
By 16 
1.8 17 


1.8 17 


—The Office 11/52 








Taking the Lie Out of “Liability” 


HARD, COLD FACTS and figures back up the bid of the physically handicapped 
worker for an equal opportunity in the work of the nation. Findings of numerous 
studies and surveys provide overwhelming evidence that, when offered opportunity 
for work for which they are individually well equipped, handicapped people are 
an asset to the employer, rather than a liability. A two-year study by the U. S. 
Department of Labor and the Veterans Administration, based on industry's own 
records, compared the work experience of 11,000 handicapped workers with that 
of a matched group of 18,000 non-handicapped workers and found that the handi- 
capped group: 

1. Came to work as regularly. Days lost per 100 scheduled work days were 3.8 
for handicapped and 3.4 for non-handicapped workers. Absentee rates were 
practically the same when the reasons for absence were considered. 

2. Had better safety records. The frequency rate of disabling injuries per million 
exposure-hours was 8.9 for handicapped and 9.5 for non-handicapped workers. For 
non-disabling injuries the rates were the same for both—9.9. 


3. Had better production records. Relative output was 101 for the handicapped 
and 100 for the non-handicapped. Of the handicapped group, 73 per cent pro- 
duced at a rate as good as or better than their non-handicapped fellow-workers. 

—Office of Defense Mobilization, Health Resources Advisory Committee 


Getting Rid of “Red-Circle” Rates 


COMPANIES that feel they must find some way of eliminating “red-circle” rates— 
rates in excess of the maximum for the established salary range, usually paid to 
old-timers—might consider adopting the practice of 11 firms surveyed by the Asso- 
ciated Industries of Cleveland, all of whom grant some form of seniority bonus. 

Practices of the 11 companies vary greatly. One gives $1,000 for 25 years of 
service, another $500. At the other extreme, one company gives $5 for less than 
5 years and adds $1 for each year over five. 

The seniority bonus acts as company recognition of long and faithful service, 
yet it doesn’t throw the basic wage structure into a tailspin. AIC doesn’t recom- 
mend the practice, but suggests the companies apparently feel it’s preferable to 
red-circle rates. 

—Factory Management and Maintenance 2/53 


Robot Vendors Invade Industry 


A HORDE of mechanical salesmen now stand within industry's walls, making the 
employee “break” period more pleasant and partially eliminating the nuisance 
of in-plant feeding problems. 

As fringe benefits for workers, the first vending machine in manufacturing 
plants sold candy, nuts, beverages, gum and cigarettes. Today, sandwiches, soup, 
coffee, hot chocolate, pastry, cookies, tea, and fruit machines are moving in. Over 
50 per cent of the nation’s 2.9 million vendors, excluding cigarette machines, are 
planted in industrial locations, and more machines than ever are going into factories. 

The demand of industrial plants for coffee machines waxes strong. In 1950, only 
4,450 of these machines were on location; today the number has climbed to 16,300. 
Last year machines sold 720 million cups of coffee. The number of ice cream 
vending machines has doubled in two years. 

—Iron Age 2/19/53 
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MANAGEMENT'S NEW PROBLEM. Business Week 
(330 West 42 Street, New York 36, N. Y.), 
April 11, 1953. 25 cents. Cost—and—prin- 
ciple—have been industry's chief objections to 
guaranteed annual wage plans, and are re- 
sponsible for management's tenacious resist- 
ance to this now-standard labor demand, this 
summary of the status of wage guarantees 
points out. Outlining the sources of pressure 
for this type of proposal, the article states 
that an economic environment making annual 
vai financially prohibitive will probably not 
ast. 


PRIVATE LIVES . . . CAN AN EMPLOYER REGU- 
LATE THE OFF-DUTY CONDUCT OF HIS WORKERS? 
By William Baade and Lawrence Stessin. 
Mill & Factory (205 East 42 Street, New 
York 17, N. Y.), March, 1953. An employee's 
conduct after hours is generally subject to 
discipline if it damages the company’s reputa- 
tion in the community or impairs its business 
prospects, the authors found in a study of 
arbitration decisions. The same rule has ap- 
plied where an employee has been suspected 
of pro-Communist tendencies, although in such 
cases employers must exercise extreme caution. 
Even in strictly personal matters involving only 
the individual and the company, the odds 
favor a verdict in the employer's favor, the 
authors state. 


PROSPERITY VERSUS STRIKES. By Theodore 
Levitt. Industrial and Labor Relations Review 
(Cornell University, Ithaca, N. Y.), January, 
1953. Unlike many observers, Mr. Levitt be- 
lieves that strikes are less likely to occur dur- 
ing times of prosperity than during depres- 
sion. The strategic bargaining position of 
labor in an expanding economy is less signifi- 
cant, he argues, than the changed outlook, 
new needs, and increased obligations en- 
gendered by rising standards of living—which 
will incline the worker toward compromise 
rather than use of the strike weapon as a 
means of settling labor disputes. 


COLLECTIVE BARGAINING—FREE OR FETTERED? 
By A. Howard Myers. Michigan Business Re- 
view (School of Business Administration, Uni- 
versity of Michigan, Ann Arbor, Mich.), May, 
1953. Gratis. Examining current trends in 
industrial relations, Congressional proposals for 
limiting the area of union bargaining and 
participation in management responsibilities, 
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and the machinery now available for reducing 
strikes and lockouts, the author favors volun- 
tary self-regulation and the resolution of power 
struggles through collective bargaining. How- 
ever, he believes that legislative restrictions on 
collective bargaining and union bargaining 
power will be enacted if labor fails to con- 
sider the broader social and economic effects of 
a Sanne, and if the labor market remains 
tight. 


WHAT WILL HAPPEN TO THE TAFT-HARTLEY ACT? 
By A. N. Wecksler. Mill & Factory (205 East 
42 Street, New York 17, N. Y.), February, 
1953. No major changes will be made in the 
Taft-Hartley Act by the new Congress, in the 
author's opinion, since union leadership found 
in the law an important political asset and 
because it has operated “with reasonable fair- 
ness and efficiency.” The author predicts that 
the Act will, however, receive a thorough over- 
haul—to remedy a number of technical de- 
ficiencies and to eliminate any provisions which 
could be used for “union-busting” purposes. 


HOW TO SET UP SYSTEMS DEPARTMENT. By 
Bruce L. Smyth. American Business (4660 
Ravenswood Avenue, Chicago 40, Ill.), April, 
1953. 35 cents. After management has de- 
cided how systems problems should be handled 
—by delegating them to various members of 
the manageriai group, by hiring outside con- 
sultants, or by setting up a central systems 
department—it must lay out clear lines of 
authority, the author emphasizes. It must be 
established in advance, for example, whether 
the program should be “sold” to employees or 
imposed upon them by the authority of the 
systems department, and to what extent depart- 
ment heads, supervisors, and employees should 
be used in the development of new procedures. 


INDUSTRIAL BANDS AND ORCHESTRAS. National 
Industrial Recreation Association (203 North 
Wabash Avenue, Chicago, Ill.), 1953. 32 
pages. $1.00. A manual designed to supply 
necessary information on the organization, 
administration, and financing of an _ instru- 
mental music group to companies that are 
considering the practicality of adding instru- 
mental music to their recreation programs. 
Costs and other data are taken from the 
experience of more than 100 industrial firms 
having functioning employee bands and or- 
chestras. 
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THE HUMAN FACTOR IN OFFICE DESIGN 


Wruue most of the major changes in 
office design and equipment which have 
taken place over the past two decades 
have been geared to increased mechanical 
efficiency and improved over-all appear- 
ance, the emphasis today—as a recent 
survey of office equipment manufacturers 
clearly indicates—is on adapting office 
design and equipment not only to the 
physical but to the psychological needs 
of the office worker. 

As we all know, much of the work of 
our eight million office job holders is not 
creative. Office turnover, in many cases, 
reflects the need for a change—if not in 
work content, then in work environment. 
Moreover, people today are being en- 
couraged—through advertising, consumer 
periodicals, and other media—to express 
their personalities in their homes, their 
clothes and in the things they buy. An 
office environment where desks are laid 
out in long rows like a bowling alley, 
with ivory walls, white ceilings, and all 
black or gray equipment, can hardly com- 
pete today with the variety and interest 
of the world outside. 

Color and texture (in addition to good 
lighting, sound control and air condition- 
ing) are important to office habitability. 
Work areas should have low-intensity 
(grayed) colors, because brighter colors 
stimulate and, with continued use, tire. 
The necessary variation in environment 
can be provided through skillful use of 
color in all painted areas outside the work 
centers—such as halls, stairways, cafe- 
terias, and rest rooms—and in those areas 


of the work zone which are not in the 
operator's direct line of vision. 

The use of texture is equally desirable, 
for there are too many hard, shiny sur- 
faces in our modern offices. Greater use 
of textiles would help ease eyestrain, re- 
duce noise, and individualize the office 
“personality.” 

One solution to the “self-expression” 
problem lies in the better design of “work 
stations” as a whole. In the course of the 
survey mentioned earlier, a number of 
the major equipment manufacturers indi- 
cated that they were applying the “work 
station” concept in the design of their 
equipment—that is, considering the opera- 
tor’s workplace as a single, coordinated 
unit rather than a center for miscellaneous, 
often ill-assorted, equipment. 

Globe-Wernicke’s “Techniplan” and 
Korda Industries ‘“Kordaroom”™ are prom- 
ising examples of the “desk station” ap- 
proach to meet the needs of many clerical 
and executive jobs. These compact desk 
units, which may include their own glass 
partitions and thus serve as small “private 
offices,” do save space, increase opera- 
tional efficiency, and provide attractive, 
individualized work areas. 

Another equipment manufacturer is 
concentrating on the problem of change- 
ability in executive office decor. It was 
observed that executives, particularly if 
they have just changed jobs, frequently 
request a change in decor, with a new 
color scheme, new drapes, different side 
chairs, new pictures on the wall, ete. 
There are so many executive job changes 
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today, however, that redecorating has be- 
come an increasingly burdensome item of 
expense. Accordingly, this manufacturer 
is exploring planned areas of change with 
interchangeable units to meet this normal 
desire for new surroundings, but at con- 
siderably lower cost. 


While it is always risky to make fore- 
casts, the following, in the writer's opin- 
ion, are among the major trends that can 
be expected in office design: 

1. More color will be used in offices. 
Since color trends run in cycles, it is 
safe to predict that the current use of 
gray for business machine equipment will 
not continue indefinitely. Current trends 
are toward cactus green and desert sand; 
low-keyed pastels will also come. 


2. Streamlining as a style is past. Busi- 


ness machine styling will be sculptured 
forms dictated by function. 


3. Chrome will be used less and less. 


4. There will be an increased use of 
color coding to indicate operation and 
moving parts. 


5. Equipment design will be geared in- 
creasingly to the psychological needs of 
the operator. 


6. Office equipment used on desks— 
such as the telephone, dictating equipment, 
typewriters, etc.—will be more integrated 
with the environment. They cannot con- 
tinue indefinitely to be sold as “packaged 
units.” They will be adapted to the work 
station as a whole, through specialized 
furniture design, resulting in better ap- 
pearance and improved operating effi- 
ciency. 


—From an address by J. Gorpon Lippincott before the Office Equipment 
Manufacturers Institute. 


THE “GOOD OLD DAYS’— A FAR, FAR CRY 


Is THE so-CALLED “good old days” be- 
fore office personnel enjoyed the benefits 
of air-conditioning, rest rooms, company 
cafeterias, central heating, and so on, 
seniority played a large part in determin- 
ing the degree of comfort in which an 
office worker labored. 

Many offices, for example, were heated 
by the traditional “pot-bellied stove,” and 
seniority was the sole criterion for deter- 
mining how close to it an employee could 
sit in wintertime. 

Old-time employees had the choice 
spots near the stove. At the next row of 
desks were those with fewer years of 
service; the last clerk employed would 
be seated farthest from the stove, often 
be fully garbed in winter attire. Besides 
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tending the fire during the day, the new- 
est clerk had to stay behind to remove 
the ashes, fill the coal buckets, and bank 
the fire for the night. 


The reverse was naturally true in the 
summer. The older employees would 
move over to the open windows, which 
were the only source of ventilation. 


Office boys in those days were often 
required to keep the shoes of all senior 
employees polished, scrub the floors, and 
clean and empty the spittoons. 

Office workers had to purchase their 
own pens, pencils, erasers, rubber bands, 
etc., out of their meager earnings. The 
company supplied only the ledgers and 
other paper necessary for the job. It was 
felt that office employees were no dif- 
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ferent from artisans, like carpenters and 
mechanics, who report on the job with 
their own tools. 

Office employees who find causes for 
complaint today might do well to read 
the regulations laid down for clerks in 
a famous U. S. department store (John 
Wanamaker’s) back in 1861: 

“Stores must be opened at 6 a.m. and 
remain open until 9 p.m. the year 
around. The store must be swept, count- 
ers, base shelves and showcases dusted, 
lamps trimmed, filled and chimneys 
cleaned, pens made, doors and windows 
opened; a pail of water and a scuttle of 
coal must be brought in by each clerk 
before breakfast, if there is time to do so, 
and attend to customers who call. 


“Store must not be open on the Sab- 
bath day unless absolutely necessary, and 
then only for a few minutes. Any em- 
ployee who is in the habit of smoking 
Spanish cigars, getting shaved at a barber- 
shop, going to dances, and other places 
of amusement will most surely give his 
employer reason to be suspicious of his 
integrity and all-around honesty. 

“Each employee must pay not less 
than five dollars per year to the church 
and must attend Sunday school each Sun- 
day. Men employees are given one eve- 
ning a week for courting purposes, and 
two if they go to prayer meeting regu- 
larly. 

“After 14 hours of work in the store, 
the leisure time must be spent in reading 
good literature.” 


—R. O. Moore. Business Management, March, 1953, p. 5:3. 
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“I have some excellent references 
as file clerk in here someplace” 











—Courtesy of Collier’s 
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FOILING THE LIGHT-FINGERED 


Every xinp oF work has its own pecu- 
liar temptations and its own special kind 
of transgression. Among unethical prac- 
titioners in the medical profession it is 
fee-splitting; in public service it is graft. 
As for white-collar pursuits, it has been 
estimated that U. S. employers lose more 
than $500,000,000 a year through the pe- 
culations of office workers. 

According to C. §. Cooper, Fidelity 
Manager of the National Surety Corpora- 
tion, there are several distinct areas where 
losses occur, and there are also common- 
sense precautions which can be taken in 
each area. 


1. Mail. Incoming mail — which is 
often handled by a new clerk or a part- 
time worker—should be opened in the 
presence of a trusted employee, but not 
a bookkeeper or cashier. Split responsi- 


bility for handling money is an important 
precaution. 

All mail should be date- and time- 
stamped whenever practicable. Incoming 
checks, drafts and other payments should 
be listed before being turned over to the 
cashier or bookkeeper, and a duplicate 
list should be kept by the mail clerk. 
Outgoing mail containing checks, vouchers 
or other valuable papers should be sealed 
under the eye of a supervisory employee. 

2. Payrolls. Paying employees by 
check is no guarantee that the sticky- 
fingered can’t filch from the payroll. For 
one thing, checks can be forged. Payroll 
padding, by adding fictitious names or 
failing to remove from the payroll the 
names of employees who have left the 
firm, is another favorize method. 

The paymaster for a large food concern 
milked his company of $236,842.65 over 
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a period of some fifteen years. All pay 
checks were countersigned with the comp- 
troller's signature as well as the pay- 
master’s, but the comptroller’s signature 
was put on the checks with a counter- 
signature place, which was in the pay- 
master’s keeping. Thus it was a simple 
matter for the paymaster to mark a time 
card “Vacation” when the employee to 
whom the card belonged was actually not 
on vacation at all. Then he would en- 
dorse the spurious vacation check and 
keep the money. 

A good way to minimize payroll losses 
is to make sure that every step in pre- 
paring the payroll is checked independent- 
ly by someone other than the person do- 
ing the work or in direct charge of it. 
Any additions to the payroll should be 
backed up by proper authorization con- 
cerning the new employee’s name, job, 
rate of pay, etc., and all pay raises should 
be fully documented in the same way. 
Also, the clerk who prepares the payroll 
should not be responsible for distributing 
the money. 

3. Bank reconciliations. Since delay in 
reconciling bank statements with cancelled 
checks and duplicate deposit slips can re- 
sult in large losses through fraud or 
forgery, reconciliations should be super- 
vised by someone in authority other than 
a cashier or a person having check-sign- 
ing authority. Debits and credits should 
be carefully traced in and out of the bank 
account. Dates of deposits should be 
checked with the dates of payments re- 
ceived by the bank. 

4. Customers’ accounts. All customer 
accounts should be verified regularly by a 
competent and trusted bookkeeper. Com- 
pany circumstances and trade require- 





ments often limit the frequency of this 
kind of audit, but the more often it is 
made the less chance there is of substan- 
tial loss. A trial balance of customers’ 
accounts should be made at least once a 
month. 


Charge-offs of bad debts should be care- 
fully analyzed to guard against the trans- 
fer of balances from other accounts. It 
is a good idea for the supervisor respon- 
sible for collections to talk personally with 
any customer having an outstanding bal- 
ance that is long overdue. 


All checks paid out should be counter- 
signed and supporting vouchers required. 
This provides dual control over money 
paid out by check and helps prevent 


forgeries or alterations, as well as issuance 
of checks to fictitious people. 


Inventory, petty cash, and other check- 
ups should be unannounced and made at 
irregular intervals, so that a dishonest 
employee won't have time to cover up. 
The fact that nobody in a firm ever 
handles large sums doesn’t mean a thing; 
most large losses have resulted from some- 
one’s stealing a little at a time over a 
period of several years. 


Most of these suggestions, Mr. Cooper 
says, are in line with good normal busi- 
ness practice and common sense. But good 
business practice and common sense aren't 
always followed, and that’s when losses 
occur. 


—Supervisor's Personnel Newsletter (Bureau of Business Practice, New London, 
Conn.), May 11, 1953, p. 2:2. 


White-Collar Blues 


ARE MOST white-collar workers satisfied with their jobs? Far from it, say Clark 
University research psychologists, who made a wide-scale survey of workers in 
occupations ranging from the professional specialist to the lowliest ditch-digger. 
White-collar workers are the least satisfied of all major occupational groups, with 
less than 42 per cent regarding their jobs with any appreciable satisfaction. 
Overall findings for the entire sample showed that only about 60 per cent of the 
workers were satisfied with their jobs. The rest indicated that their work afforded 
them little satisfaction and scant opportunity for self-expression. 

The vast majority of professional men and business executives were happy in 
their work, and found it both absorbing and rewarding. But the general attitude 
of the white-collar brigade of office workers was just the reverse. The manual 
workers—except for those on the lowest rungs of the ladder—were much happier 
in their jobs than the clerical workers. 


Asked why they were dissatisfied with their work, almost 50 per cent felt they 
were round pegs in square holes. They said they didn’t like the nature of the 
work, and felt it didn’t jibe with their abilities. 

Thirty-six per cent were discontented because of economic reasons. They felt 
they weren't being paid enough, or that opportunities for advancement were lacking. 

—Joun E. Gipson in This Week. 





TYPING TIME on invoices can be reduced by eliminating the decimal point and two 

ciphers (.00) in the extension columns. When preparing copy for the next print- 

ing of invoice forms, include a vertical line to separate the dollars and cents. 
—Office Executive Vol. 27, No. 11 
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California Gold Rush, 1953-Style* 


WE COULD NOT help taking a bit of interest in a feature article on the current 
shortage of stenographers which recently appeared in The Wall Street Journal. 
The story, a nationwide-survey sort of thing, pointed out that top-flight secretaries 
are now making up to $10,000 a year—with plenty of $250-a-month jobs going 
vacant. Little extra benefits, it said, also have a tendency to become great big 
extras. One man was particularly concerned because he gives his stenographers 
“the moon with a fence around it” and they still leave too frequently for his 
liking. The situation was reported to be particularly bad in California, where a 
really efficient Girl Friday can just about command her own terms. 

The article drew a flood of letters to the editor—some pro and a good many 
con—but the one we liked best read as follows: 


Editor, The Wall Street Journal: 


Your paper is read not only by myself but also by my secre- 
tary and other girls important to our office. Since the girls have 
read your article, “Shorthand Shortage,” they feel certain that 
their present job is not too important, and they feel that droves 
of employers on the West Coast are waiting with open arms to 
receive them. 

We are always faced in Minneapolis with the problem of girls 
wanting to go to California, and your article has developed 
this feeling to even a greater degree. 

If your paper plans to publish a similar article before my 
subscription expires, mark your records so that a copy is not 
sent to our office, or cancel my present subscription. 


J. A. PRICE 


P.S.—Mr. Price has now signed the above letter, and I think 
your article is terrific! In fact, I have already bought my 
ticket to California! 

B. A. Voss 
(Former Secretary to Mr. Price) 
Minneapolis, Minn. 


* From Business Management, April, 1953. 


A Desirable Gadget 


AS WE CONTEMPLATE the numerous new gadgets to make office work easier that 
have been introduced during the past few years, a wistfulness creeps into our 
thoughts. Perhaps the future will bring us some of the gadgets we still hope to 
see invented. 

First on the list is a device resembling the “Bell-ago” which was introduced on 
a radio comedy show some years ago. When one pressed the “Bell-ago” it rang 
a bell at the police station 10 minutes ago. This gadget was especially useful in 
preventing hold-ups; the cops sometimes got there before the robbers. 

An adaptation of this device for the use of modern industry would work in 
another manner and might not be quite so difficult of attainment. What we have 
in mind is a device to make people do 10 days ago the things they should have 
done then but usually don’t get around to doing until 10 days later. 

How many “rush” requests would be avoided if the numerous unnecessary 
delays leading up to the request were avoided? How many emergencies are created 
by laxity in anticipating our needs? How much do we all pay out in premium 
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costs because our suppliers have to apply extra effort and overtime hours in ex- 
pediting their deliveries to meet our extraordinary demands? 

Certainly, a forethought-instiller and delay-eliminator would be a supremely 
useful tool for business. In a sense, systems and procedures people are working on 
a substitute for such a gadget right now—-since any effective system pre-supposes 
that all factors affecting the ultimate result are given due forethought and con- 
sideration, and that unnecessary delays are eliminated. 


—Systems and Procedures Quarterly 2/53 
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SO YOU'RE GOING TO LAY OUT AN OFFICE! 
By R. K. Gad, Jr. The Office (270 Madison 
Avenue, New York 16, N. Y.), May, 1953. 
Who gets what desk and where can set off 
touchy reactions in any office; consequently, 
the adept office planner must cope with 
human reactions and office precedent before 
eeeme a new layout, the author has found. 

he physical items to be considered in any 
satisfactory arrangement are light, heat, ventila- 
tion, bare walls, columns, and proximity to 
restrooms and elevators. Above all, office lay- 
out must be related to work flow, the author 
advises. 


TRY PRICING YOUR PAPERWORK. By M. PF. 
Allsman. The Office (270 Madison Avenue, 
New York 16, N. Y.), May, 1953. Present 
paperwork controls are not accomplishing the 
utmost in reductions and improvements be- 
cause they are overly complex and insuffi- 
ciently pointed to enable top management to 
make logical decisions, the author believes. As 
a remedy, he recommends a relatively simple 
and inexpensive procedure for computing the 
complete costs of existing and proposed 
methods and systems. 


THE ACCOUNTANT’S NATURAL ADVANTAGES IN 
DEVELOPING WORK SIMPLIFICATION PROGRAMS. 
By Kenneth H. Bergstrom. The Journal of 
Accountancy (270 Madison Avenue, New 
York 16, N. Y.), April, 1953. 75 cents. This 
article offers a guide to setting up an office 
system, from the basic psychological approach 
to details of how to judge collected facts, out- 
line the plan, and gain management's accept- 
ance. Special emphasis is given to the im- 
portance of encouraging clerical workers to 
contribute ideas as a means of stimulating 
enthusiasm for better procedures throughout 
the organization. 
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WORK SIMPLIFICATION PROGRAM SAVES 162,- 
845 HOURS A YEAR. By Dwight G. Baird. 
American Business (4660 Ravenswood Ave- 
nue, Chicago 40, Ill.), May, 1953. 35 cents. 
A work simplification program begun four 
years ago at Ford Motor Company of Canada, 
Ltd., Windsor, Ontario, has increased morale 
and efficiency and has saved over $55,000 
worth of materials a year. The article de- 
scribes how office and manufacturing division 
personnel are trained and gives examples of 
the time- and money-saving effects of proposals 
submitted by 517 of the 1,177 office workers 
who have completed the course. 


SO YOUR LEASE IS GOING TO RUN OUT. By 
J. Gordon Carr. Management Methods (141 
East 44 Street, New York 17, N. Y.), May, 
1953. 50 cents. Before you look for new 
office space, see what you can do with what 
you already have, an architect advises, citing 
the modernization program undertaken by an 
Ohio realtor as an example of how existing 
quarters can be used more effectively. Such 
modern developments as dry construction and 
movable wall partitions have eliminated much 
of the dust and dirt which formerly accom- 
panied modernization, the author says. 


FIRST, LET'S TEST THE TESTS. By Peter Arakelian. 
Office Management and Equipment (212 Fifth 
Avenue, New York 10, N. Y.), March, 1953. 
25 cents. A thorough job analysis must pre- 
cede the construction of tests, says the author, 
who stresses the advantages of those which 
reveal applicants’ specific abilities as opposed 
to those which merely weed out undesirable 
individuals. An interesting test of the mental 
alertness of clerical workers, which proved 
to have a high degree of reliability at the New 
York University-Bellevue Medical Center, is 
described. 
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BUY YOUR WAY TO LOWER COSTS! 


From 40 To 75 cents of the national 
sales dollar goes for purchasing materials, 
components and services. The proportion, 
varying from company to company and 
industry to industry, averages around 
50 cents. Considering that only from 
five to nine cents are available for profit 
after all charges, it is clear that efficient 
purchasing can spell the difference be- 
tween red and black ink in financial 
statements. Consequently, it is not sur- 
prising that over the past two decades, 
purchasing has risen steadily in standing 
in the management team—especially in 
larger companies, where procurement has 
attained top administrative status. 


In its broadest sense, the procurement 
function entails a complex chain of opera- 
tions inside and outside the company. In 
arriving at buying decisions, amicable 
trade relations with scores of suppliers 
figure prominently. Equally important, 
purchasing must constantly counsel with 
engineering, production, operations, re- 
search, sales and other divisions within 
the company, if sound decisions are to be 
arrived at and cost-saving buying policies 
instituted. 


Over the past 20 years, and especially 
since World War II, industrial purchas- 
ing departments have undergone a tremen- 
dous evolutionary change from “Buying 
Departments” to “Procurement-Inventory 
Control Departments.” As a result, re- 
sponsibilities of the purchasing depart- 
ment now involve such manifold activi- 
ties, in addition to the purchase of 
materials and services, as the following: 
placing of contracts; expediting deliveries; 
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supervising inventories; negotiating settle- 
ments and returning rejected materials 
to suppliers; disposing of surplus supplies; 
checking on subcontractors; auditing in- 
voices; cost accounting; standardization; 
cooperating in product development; de- 
veloping new sources of supply; obtaining 
priority assistance from governmental 
agencies; reviewing contracts issued by 
other departments in the interest of uni- 
formity in contracting policies; promoting 
sound, amicable trade and public rela- 
tions. 

In addition, there are four major areas 
of purchasing activity which today pre- 
sent a special challenge to purchasing 
executives because of their broad-scale 
effects on future company operating costs 
and effectiveness. 

Materials research. More and more the 
United States is heading toward “have- 
not” status in some critical raw materials, 
and if future acute shortages are to be 
averted, purchasers must look beyond 
the nation’s borders in filling their in- 
creasingly pressing needs. Thus materials 
research must be pushed on a more ex- 
tensive scale than heretofore. This rela- 
tively mew concept in procurement 
requires intensive study of both short- 
and long-term supply-demand patterns 
and prospects, not only with regard to 
the supply positions of specific companies, 
but also as they affect the domestic and 
world supply-demand pictures. 


Traffic. Freight bills bulk large in costs, 
and they are getting larger. In the last 
half dozen years or so there have been 
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at least five general increases in trans- 
portation charges. Obviously a lot of 
money can go down the drain unless 
purchasing maintains strict controls on 
traffic costs. 


Value Analysis. This new concept in 
industrial purchasing involves close study 
of purchases of materials, components and 
services with a view to searching out 
alternate materials and methods for ac- 
complishing the same end-results at lower 
cost. 

Inventory Control. In inventory con- 
trol, purchasers can find excellent oppor- 


tunities tor promoting  cost-reducing 
policies. This is an especially fertile area 
for application of cost-saving ideas and 
methods, since carrying charges on inven- 
tory are now running as high as 20 per 
cent of the value of the material annually. 

These and other so-called “auxiliary” 
activities of purchasing hold the key to 
lower operating costs and more efficient 
company operations. Further develop- 
ment of the purchasing function along 
these and related lines is thus an essential 
condition of its future growth and mana- 
gerial status. 


—Steel, May 25, 1953, p. 105:8. 


Closed-Circuit Television—New Tool in Plant and Office 


ELECTRONICS ENGINEERS are currently uncovering an impressive array of possibili- 
ties for the industrial use of what is called “closed-circuit” television, in which a 
television camera is linked to one or more receivers. 





At present, the closed-circuit system is finding its widest use in industrial situa- 
tions calling for highly efficient inspection and surveillance. Railroads, for example, 
have made use of TV in their yards. In the steam generation of electricity, closed- 
circuit TV permits boiler operation to be observed and kept safe to a degree 
hitherto impossible. Smoke control can be facilitated in many factories by a visual 
monitor that peers directly into furnaces inaccessible to the human eye. Wherever 
an industrial process is dangerous or inaccessible, cr wherever one person can per- 
form the inspection duties of several, closed-circuit reception has its place. 

Actually, it is unlikely that industrial applications of television will long over- 
shadow its growing commercial use. In one bank in this country, closed-circuit 
television connecting tellers with a nearby file clerk eliminates time-consuming 
searching of records by individual tellers. Instead, the records clerk simply flashes 
the desired record on the receiver of the person requesting it. 

Other potential applications of the closed-circuit system that are likely to be 
undertaken in the near future are: time study, materials handling, office inter- 
communication, exhibits, meetings and demonstrations, and countless inspection 


processes that must be handled at long range. 
—The Biddle Survey 4/14/53 





SOME MEN have a peculiar ability to know and to learn; some men excel others by 
their ability to have and to earn; some excel in producing things, others in 
creating ideas. They need each other; one is helpless without the other. This world 
needs them all. 


—Wwm. J. H. BoetcKker 


The Management Review 








WHERE TO CONCENTRATE PREVENTIVE MAINTENANCE 


A.most anyone running a factory to- 
day would like to spend less on mainte- 
nance. How big a bite direct maintenance 
costs take out of the sales dollar is only 
too well known to most factory manage- 
ments. 

To meet today’s need for lower main: 
tenance costs and higher machine produc- 
tivity, planned preventive maintenance is 
the obvious answer. In order, therefore, 
to maximize the future savings and added 
profits to be gained from a maintenance 
program, the kind and amount of planned 
preventive maintenance we do must be 
on a selective basis. This means planning 
and doing only those maintenance activi- 
ties which bring the greatest return in 
terms of increased maintenance produc- 
tivity. Such decisions must be based on 
a realistic evaluation of the potential sav- 
ings or profits that may accrue from 
planned preventive maintenance in spe- 
cific circumstances. 

In identifying the facilities on which 
attention should be concentrated, here are 
some of the most important questions to 
be considered: 

1. How great is the need for increased 
production? One of the most severe 
penalties for equipment failure is the loss 
of production of an important product. 
The importance of such losses, however, 
must be realistically evaluated in each 
situation. Where full production capacity 
is needed to meet customer commitments, 
the potential rewards for planned, pre- 
ventive maintenance is great; in other cir- 
cumstances, it may be of much less im- 
portance. 

2. What are the possibilities for de- 
creasing unit production cost? When in- 
creased machine productivity can be con- 
verted into increased profitable sales, unit 
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costs can be lowered by selling a greater 
number of units to absorb fixed manufac- 
turing costs. 

On the other hand, if increased ma- 
chine productivity results only in making 
(and selling) the same number of units 
in fewer machine hours, care should be 
taken to determine how realistic any sav- 
ings might be. Some manpower may be 
made available because of the shortened 
production time required. Unless this ex- 
tra manpower can be used productively, 
the savings are merely theoretical. 

3. How important are interruption- 
free operations? Breakdowns can often 
mean failure to meet a specific order on 
time and may thus result in some form 
of customer dissatisfaction, unless normal 
finished inventories can take care of re- 
quirements during breakdown periods. 
Moreover, in many industrial processes, 
machine stoppages—though lasting only 
for a few minutes or even seconds—are 
detrimental to product quality. 

4. What is the probable extent cf 
damage to the equipment during normal 
operations? There is similarity between 
planned, preventive maintenance and in- 
surance. Isolate the expensive damages 
and mark them as the ones to avoid. 

5. What is the likelihood or frequency 
of facility trouble? Experience with 
equipment behavior is necessary to deter- 
mine where trouble may occur and how 
often. This means collecting data on what 
happens to equipment and analyzing it in 
terms of what and where the important 
potential trouble spots are. Reviewing re- 
pair data as shown on regular mainte- 
nance work orders, as well as _ historical 
information on machine breakdowns, are 
two specific ways to help in determining 
how frequently trouble occurs and where. 
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6. How important is prolonging the 
life of the equipment? When a competi- 
tor starts using equipment that is better 
than yours, you must consider critically 


7. What is the danger to personnel of 
machine failure? In some cases, it is so 
important that it alone may outweigh 
many other factors. Where the danger 


how much longer you can economically 
prolong the life of your own. In this 
sense, as your equipment becomes obsolete 
the benefits from prolonging its life given to planned, preventive measures to 
rapidly diminish. avoid breakdowns. 

—RosBert P. NEUSCHEL. Mill & Factory, April, 1953, p. 86:4. 


to personnel is great in the event of 
equipment failure, high priority must be 


Evaluating the Safety “rogram 


APPLYING the techniques of the inventory to a safety program can yield valuable 
results, if both tangibles and intangibles are listed and appraised and every activity 
is checked for faults and omissions. Here are a few of the things to check: 


Physical conditions: (1) Work areas, aisles, and plant traffic; (2) light and 
ventilation; (3) machine guarding—transmission and point of operation; (4) elec’ 
trical equipment—switches, power lines, etc.; (5) maintenance of equipment gen- 
erally; (6) materials-handling methods and equipment; (7) housekeeping—storage, 
piling, aisle lines, paint, etc.; and (8) personal service facilities—washrooms, 
lockers, lunchrooms, parking, traffic hazards at plant entrance, etc. 

Personal protection: (1) Stock room, methods of dispensing; (2) instruction of 
new employees in use of protective devices; and (3) facilities for maintenance. 

Training aids: (1) Bulletin boards—appearance and condition; (2) posters on 
bulletins—coverage of subjects and length of time on boards; (3) training films, 
projection equipment, and meeting rooms; (4) literature from outside sources; and 
(5) the employee publication. 

Occupational hygiene: (1) Full survey of existing hazards; (2) new processes 
and potential hazards; (3) presence of dusts, vapors, and odors; (4) exhaust 
ventilation equipment; and (5) medical and first-aid facilities and dispensary records. 

—National Safety News 3/53 





Cutting Down on Drafting Time 


“A SUPERFLUOUS LINE is a waste of time™ is the current slogan at General Electric 
Company, where some 5,000 draftsmen are being encouraged to strip the frills 
from their drawings. Streamlined industrial drafting is combating the shortage of 
skilled manpower, saving from 20 to 50 per cent of drawing time. 


The program calls for simplifying delineation, eliminating non-essentials, and 
extensive use of freehand techniques. Extra views, elaboration, repetition, and 
conventional representation instead of use of symbols are discouraged on the 
grounds that production and manufacturing people aren't interested in fancy 
technique or beautiful execution. They want complete, concise, accurate informa- 
tion. 


In one instance, a drawing which required 57 square feet of paper was re- 
placed by one with less than four square feet without any loss of clarity or 
accuracy—and it took one-quarter of the time. 

—Modern Industry 4/15/53 
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Also Recommended e he 


HOW YOU, TOO, CAN USE RADIOISOTOPES. 
By Norman Weissman. Factory Management 
and Maintenance (330 West 42 Street, New 
York 36, N. Y.), April, 1953. 50 cents. If 
you have problems in inspection, quality con- 
trol, or chemical process control; if you make 
anything in continuous sheet; or if you want 
to keep your maintenance department up 
to date, radioisotopes can pay off for your 
company, the author says. He lists 28 ways 
radioisotopes can solve operating problems; 
discusses the basic safety, training, and pro- 
duction problems 1. volved; and describes how 
80 companies now are using radioactive ma- 
terials. 


THE BATTLE AGAINST DECAY. Fortune (9 
Rockefeller Plaza, New York 20, N. Y.), 
February, 1953. This article describes a num- 
ber of the new protective measures that are 
currently helping to reduce the annual $10- 
billion cost of deizrioration of materials by 
enabling metals, wood, and textiles to with- 
stand the natural forces that cause decay. It 
points out, however, that while industry is 
becoming increasingly alert to the deterioration 
that strikes directly at plant and production, 
it has shown less concern about equipping con- 
sumer products to resist decay. 


ANALYZING TRAFFIC MANAGEMENT. By Her- 
man Limberg. Purchasing (205 East 42 Street, 
New York 17, N. Y.), April, 1953. 50 cents. 
Recommending check lists as an aid in 
periodic internal audits of company practices, 
this article considers the major divisions of a 
purchasing department check list for con- 
ducting a traffic audit: organization, types of 
carriers, computation of rates, routing, incom- 
ing shipments, outgoing shipments, and han- 
dling. Questions which the analyst should 
consider under each category are listed, along 
with a specimen sheet from the check list 
form. 


QUALITY COMPETITION. By Dwight G. Baird. 
Mill ** Factory (205 East 42 Street, New 
York 17, N. Y.), April, 1953. During the 
12 wears the Allison Division of General 
Motors in Indianapolis has conducted monthly 
contests to encourage competition among its 
departments in housekeeping, efficiency, and 
other areas, absenteeism has been reduced 45 
per cent, scrap losses have been cut 66 
per cent, efficiency increases of over 45 per 
cent have been attained, and many improve- 
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ments in housekeeping methods, observance of 
safety regulations, and morale have been 
noted, this article reports. The author ex- 
plains how the competition is conducted. and 
scored and how winning contestants are re- 
warded. 


CATALOGUE YOUR INVENTORY AND SAVE. 
Modern Industry (232 Madison Avenue, New 
York 16, N. Y.), February 15, 1953. Am- 
biguous listings of inventory items and mul- 
tiple records often result in delays, errors, and 
expense. This article tells how The Bullard 
Company, machine tool builders, eliminated 
this aoe | i by giving each inventory item a 
single name, description, and number, and in- 
stituting a system of cross-references. Before- 
and-after photographs contrast the new system 
with the old. 


A NEW FUEL WITH A BIG FUTURE. Business 
Week (330 West 42 Street, New York 26, 
N. Y.), March 14, 1953. Reprints 20c. A 
detailed report on the status of atomic power 
for industrial and home use, this article pre- 
dicts that atomic-fired plants eventually will 
produce power about as cheaply as other fuels, 
but not for another five or 10 years. Among 
the promising possibilities which industry is 
anxious to investigate, according to this article, 
is a boiler fuel that will more than replace it- 
self while burning. 


MATERIALS HANDLING STANDARDS. By Russell 
A. Moody. Steel (Penton Building, Cleveland 
13, Ohio), May 11, 1953. 50 cents. The 
head of the Office of Standardization of the 
Defense Supply Management Agency de- 
scribes the difficulties encountered and the 
progress made to date by the armed forces in 
providing for interchangeability of materials- 
handling equipment. Standardization practices, 
adopted with the cooperation of private in- 
dustry, have reduced procurement costs of fork 
trucks, pallet trucks, tractors, and cranes, he 
reports. 


IT’S YOUR MONEY. Production Engineering and 
Management (Birmingham, Mich.), May, 1953. 
Gratis. Ten production executives discuss 
ways to evaluate and improve quality control 
in mass production, stressing the refinements 
needed in machine tools to produce quality 
parts with greater economy and the methods 
which can be used to rework rejects. 
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SALES SUPERVISION—THE FORGOTTEN FUNCTION? 


Cc. L. LAPP 


Washington University, St. Louis, Missouri 


Interviews with marketing people 
throughout the country indicate that sales 
executives are alert to new advances in 
the more technical areas of sales manage- 
ment. On the debit side of the ledger, 
however, is much evidence that suggests 
that sales supervision—particularly the 
personal supervision of outside salesmen 
—is rapidly becoming a forgotten func- 
tion. 

This conclusion is based on extensive 
research in the field, including correspond- 
ence with some 600 sales executives, con- 
sultants, psychologists, and other special- 
ists in related areas; personal interviews 
with an additional 400 sales executives 
and salesmen; and 400 replies received 
from sales executives in a formal survey 
conducted in cooperation with the Na- 
tional Sales Executives, Inc., and the Ohio 
State University Bureau of Business Re- 
search. In addition, opinion surveys 
sampled the views of some 450 outside 
salesmen. 


WHAT’S WRONG WITH SUPERVISION? 

Over 80 per cent of the salesmen sur- 
veyed stated that more personal super- 
vision would increase their selling effec- 
tiveness. A repeated comment was: “My 
sales manager is super as a salesman, but 
only mediocre as a manager of men.” 
Numerous salesmen complained: “We 
lose more sales because of the attitude 
of our sales manager than we ever do 
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through the activities of our competitors 
or the sales resistance of customers.” 

In the NSE survey, it was found that 
salesmen’s call reports were the only tool 
of supervision used by more than one- 
third of the sales organizations. Job 
analysis was used by less than 27 per cent 
of these organizations. Other important 
tools—such as time and duty analyses, 
exit interviews, employment contracts, 
and periodic physical examinations—were 
used by less than 10 per cent of the sales 
organizations to improve supervision of 
salesmen. One-third of the sales organi- 
zations contacted their men in the field 
less often than every six months. Forty- 
five per cent of the sales executives re- 
ported giving less than six hours’ help 
per month per man. 

Some effects of this inadequate super- 
vision can be gauged from the NSE sur- 
vey, in which sales executives reported 
these six shortcomings among salesmen: 

(1) Failure properly to utilize time 
worked; (2) failure to plan sales effort; 
(3) failure to put in enough selling time; 
(4) use of improper selling methods; (5) 
lack of product knowledge; (6) neglect 
of potential customers. To a great ex- 
tent, these weaknesses can be attributed 
to the lack of emphasis on supervision. 


_ WHY IS SUPERVISION NEGLECTED? 


Surveys findings uncovered a number 
of attitudes and practices which account 
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in some measure for the neglect of this 
important function: 

1. Many sales managers felt there was 
no need for supervision if salesmen were 
carefully selected and trained. While 
good selection and initial training reduce 
the amount of supervision needed, some 
continuing supervision is a necessity for 
all salesmen. 

2. Other sales executives believed it 
was virtually impossible to supervise sales- 
men directly. Granted, it is a more diffi- 
cult job than the supervision of office 
employees and factory workers under one 
roof, but top management is often respon- 
sible for poor supervision by regarding 
the task as an inordinately difficult one. 

3. A sales manager is expected to 
handle effectively as many as 40 salesmen 
scattered over a wide area, often doing 
very different jobs and faced with quite 
different problems. In addition, these 
same sales executives may be required to 
spend from 50 to 90 per cent of their 
time selling or performing, or at least 
coordinating, such functions as advertis- 
ing, credit, market research, or account- 
ing. 

4. Good pay will do much to spur top 
sales performance, but money alone will 
not motivate the salesman to do a con- 
tinuous, outstanding sales job. 

5. A larger number of sales executives 
pin their faith wholly on mass methods 
of supervision such as conventions, con- 
tests, and sales bulletins. 


ESSENTIALS OF A SOUND PROGRAM 


Supervision is the function of establish- 
ing and maintaining the proper, con- 
tinuous, working relationship between the 
salesman and his superior or superiors. 
In building a program for supervising 
outside salesmen, there are three major 
areas to be considered: (1) Administra- 


June, 1953 


tive top-level planning; (2) organizing 
for supervision; (3) day-to-day super- 
vising. 
1. TOP-LEVEL PLANNING 

A good supervisory program doesn’t 
just happen. It must emanate from the 
top. The first step is to prepare a job 
analysis for each type of salesman in 
your company. Next, salesmen must be 
told not only what to do but also how 
much is to be done. This involves setting 
standards of performance. The NSE re- 
port showed that 80 per cent of the com- 
panies surveyed evaluate the performance 
of salesmen by the sole standard of sales 
volume. 


II. ORGANIZING FOR SUPERVISION 


The second area of a supervisory pro- 
gram involves organizing for supervision. 
Sufficient time must be set aside by sales 
executives to be sure salesmen are fre- 
quently contacted in the field, that help 
is given in personal office conferences, 
and—where such contact is not feasible 
—that a satisfactory working relationship 
with salesmen is maintained via personal 
correspondence, telephone, and telegraph. 

Ill. A CONTINUING PROGRAM 
OF SUPERVISION 

The third stage of the program—the 
actual supervising of outside salesmen— 
may be divided into four phases: con- 
tinued training, control, motivation, and 
communication. 


Continued Training 


Between 40 and 50 per cent of the 
salesmen surveyed felt that their super- 
visors did not give them enough continued 
training. A constant de-training process 
goes on in every salesman. Products and 
selling conditions are constantly changing. 
As a salesman becomes more experienced, 
his continuing training must be more and 
more individualized. Too many sales 








managers put their time in on the losers 
instead of the winners. Take a lesson 
from baseball managers and football 
coaches. The top salesmen may be the 
ones with the greatest capacity for im- 
provement. 


Personalized Control 

The second phase of personal supervi- 
sion is to provide adequate sales control. 
This phase should include both prelim- 
inary and follow-up controls. 


Preliminary Control: The first step is 
routine planning. The sales manager 
should sit down periodically with each 
salesman and decide what customers he 
should call on and what prospects should 
be developed. Frequently, an analysis 
will disclose that a salesman is spending as 
much as 80 per cent of his time on cus- 
tomers who produce less than 10 to 20 
per cent of his business. 

The second step is to schedule each 
salesman’s efforts—where he will go each 
day, each week, or each month—depend- 
ing vpon individual needs. Decide how 
often each account is worth contacting. 

The third step is preparation. Prepare 
a check list of routine details a salesman 
should take care of before going on the 
road so that he doesn't take his time and 
that of your office staff writing back for 
materials he should have with him. 

The fourth preliminary control step is 
order-giving. Be sure the salesman knows 
specifically what to do, by means of a job 
analysis. 

Follow-up Control: The next four steps 
are phases of follow-up control. 


1. Observe and check salesmen's perform- 
ances in the field. Travel with your 
salesmen, observe their performance, 
and remember that your role should be 
that of a super-teacher—not a super- 
salesman—while in a territory with a 
man. 
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2. Record information about a salesman’s 
performance from sales reports and ac- 
counting records. 


3. Evaluate a salesman’s performance, both 
quantitatively and qualitatively. 


4. Help the salesman through corrective 
action that is both positive and con- 
structive. 


Motivation 


The next major phase of a comprehen- 
sive supervisory program is motivation— 
the major ingredient of super-sales per- 
formance. There are four levels of long- 
term motivation: the level of self-interest, 
the level of mediocrity, the level of 
aspiration, and the level of commitment. 


Motivation should not be confused with 
the fostering of an over-aggressive atti- 
tude. The mild, quiet, confident type of 
motivation is often the most effective. 
Neither should it be mainly a “shot in 
the arm.” The developmental type of 
motivation will build sales by building 
men. Organization structure and controls 
can establish a working relationship be- 
tween salesmen and their superiors, but 
unless a man’s attitude is taken into 
account this relationship may be purely 
mechanical. 


1. Self-Interest. This level might be 
characterized as one in which there is an 
absence of motivation. Sales executives 
at this level make little or no effort to 
develop their manpower. Their philos- 
ophy is: “We don’t want a man who isn’t 
capable of self-discipline, self-training, 
and self-energizing.” In such companies, 
the records show a continuous cycle of 
hiring and firing salesmen. 

2. Mediocrity. When considerations 
are given to the group demands of sales- 
men, the mediocre level of motivation is 
being approached. At this level, the sales- 
man is told what to do and over a period 
of time does just that and no more. In 
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return for some assurance of job security, 
the salesman becomes a “Charlie McCar- 
thy” as long as management pulls the 
strings. 

3. Aspiration. Manpower  develop- 
ment really starts at this level. The sales- 
man can gain prestige through the pro- 
vision of money incentives, but money 
alone will not always buy the prestige 
some salesmen desire, nor help the sales- 
man to identify his interests with those 
of his company. A title such as sales 
engineer, territory manager, or merchan- 
dise advisor may help. More frequently, 
however, a desire must be created within 
a salesman for a higher standard of living, 
which can be maintained through better 
performance. 

Praise is another important factor. 
Recognition should be given a salesman 
for outstanding performance—when he 
overcomes a difficulty connected with his 
job or his personality, or sells a hard-to- 
get account. 

Salesmen also want the authority to 
make decisions. Sales executives realize 
increasingly that each salesman can be 
developed to make decisions through per- 
sonal office conferences. 

Opportunity should be provided for 
your salesmen. Between 30 and 75 per 
cent of the salesmen surveyed reported 
that they did not feel their opportunities 
were good in their present jobs. Pro- 
viding opportunity does not mean that 
every salesman must feel that he has a 
chance to be an executive. But qualified 
personnel must feel ‘they are given con- 
sideration when openings occur, that there 
is no ceiling on their earnings, and that 
they have assignments which are a chal- 
lenge and which will bring attention to 
them. 


4. Commitment. At the highest level 
of motivation, a salesman is committed 
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to the company. A salesman must feel 
that his company is a top-flight one in its 
field or he will not produce at his peak 
level. The fact that company policies 
seem fair, practical, and sound in the 
view of the sales executive doesn’t mean 
the salesman will always feel they are. 
He has a right to be fully and continually 
indoctrinated in the company viewpoint. 
This effort is worthwhile, for a loyal 
salesman will fight hardest when the going 
gets rough. 


Further, a salesman must be committed 
to selling as an occupation. Too many 
men take jobs in sales as a “stop-gap” 
until something else comes along—which 
may cover an indefinite period. For ex- 
ample, 23 to 50 per cent of the salesmen 
reported that they would be seriously in- 
terested in some job other than selling. 
Thus it appears that salesmen must be 
continually sold on selling as a way of 
life. 

Salesmen must be committed to the 
product or service they s:!l. A salesman 
doesn't have to feel he is selling the high- 
est quality product, but he must be con- 
vinced his product has distinct advan- 
tages over competitors and is a really 
good buy. 

The totally committed salesman is also 
committed to his supervisors. Salesmen 
will quickly lose confidence in their 
superiors if they fail to treat their men 
fairly, exert undue pressure, adopt a 
negative, fault-finding attitude, or fail to 
deliver on their promises. A sales super- 
visor’s effectiveness depends upon the ex- 
ample he himself sets. The model super- 
visor cuts the die for every man under 
him. 

Communication 


Communication coordinates the three 
activities of continued training, control, 
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SA ak som 


and motivation. Today’s sales executives 
must maintain a five-channel, two-way 
communications switchboard linking the 
sales force to top management, and with 
other line and staff executives inside the 
organization, with other executives and 
trade associations, with competitors and 
their activities, and with the buyers of his 
products. 
SUMMARY 

The personal supervision of salesmen 

has become a forgotten function in too 


performance in these companies is falling 
far short of its potential. It can be real- 
ized only by salesmen who are fully mo- 
tivated—provided with job security, satis- 
factory working conditions, and oppor- 
tunity; who are committed to their com- 
pany; who have high regard for the prod- 
ucts sold; who believe in selling as a way 
of life; and who have confidence in their 
superiors. Such salesmen are the product 
of continuing, individualized training, 
personalized control, humanized motiva- 


many organizations. As a result, sales tion, and effective communication. 


A Checklist of Good Catalog Design 


TO MEET the product information needs of buyers, any catalog must, of course, 
answer the typical questions the buyer has in mind when he considers a product. A 
well-designed catalog, though, will often go further, since the product may well 
possess certain desirable features, previously unknown to the buyer, that could be 
decisive in swinging the order. 

Other important considerations of good catalog design are included in the follow- 
ing checklist: 


1. Front cover: Does it quickly identify product and manufacturer? Does it 
tell at a glance what the catalog is all about? 


2. Index: If the catalog covers various products, are they easily found? Does 
the index help the user find his way easily through the catalog? Does it 
clearly show the catalog’s organization? 

3. Organization: Is the catalog in clearly defined sections and visual units of 
product information, arranged for maximum utility to the user? Do various 
types of information appear in the most logical sequence? 

4. Visual flow: Do the visual techniques employed (pictures, color, charts, 
diagrams, shapes, etc., are preferable to wordy texts) promote easy visual 
flow in and out of each visual unit and through the catalog? 

5. Content: Is the information so developed that it promotes product selection? 
Does it facilitate comparison and promote the intended buying action—i.e., 
ordering, specifying or inviting a sales representative to call? 

6. Back cover: Does it suggest the next buying step by directing the user to 
sales offices, branches, representatives, or your company’s special services? 

—Sweet’s Catalog Service (119 West 40 Street, New York, N. Y.) 








THE ROLE of the “opinion broker” occurs in about 20 per cent of the people in 
all strata of society, according to a study of 800 women in a midwest town, con- 
ducted by Macfadden Publications Inc. to determine how buying decisions are made 
on food, clothes, cosmetics, and movies. In most small purchases, personal influence 
was discovered to be considerably more potent than advertising. 

—Tide 1/9/53 
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ARE SALESMEN MADE OR BORN? 


SaresMENn ARE not made or born; they 
are made and born. If a salesman candi- 
date has the personality and basic abilities 
needed for success in salesmanship, he 
may be taught the skills required for suc- 
cessful handling of a sales situation. That 
is the most basic conclusion which has 
emerged from a five year study of sales- 
training effectiveness just completed by 
the author. 

A major purpose of the study was to 
discover the effect of intensive sales-train- 
ing experience on the measured abilities 
and personality characteristics of salesmen 
candidates with no experience in sales- 
manship before the beginning of the 
study, who underwent an intensive 450- 
hour sales-training program prior to the 
end of the study. 

A control group utilized in the study 
was composed of successful salesmen who 
had been in the sales field a minimum of 
two years and were earning a minimum 
of $4,000 to $5,000 a year. These suc- 
cessful salesmen got a battery of tests 
measuring general ability or intelligence, 
social intelligence, interests, personality, 
values, and attitudes. They also took a 
standardized sales-performance test de- 
signed to measure sales approach, ap- 
proach to buying motives and objections, 
presentation, and the close. The salesman 
candidates took both groups of tests before 
training and again after training, and 
their performance before and after the 
course was compared with the scores of 
the successful salesmen. 

Before training, salesman candidates 
did not differ from successful salesmen 
on the first group of tests, nor did they 
differ after training from the successful 
salesmen except on one scale of the value 


inventory, the aesthetic scale. They did 
less well than successful salesmen on the 
standard sales performance test before 
training; after training, however, they 
did better than successful salesmen on the 
same test. Furthermore, it was shown 
that a typical pattern of abilities and per- 
sonality characteristics does exist for suc- 
cessful salesmen and for salesman-candi- 
dates alike. 


The following general conclusions of 
significance to sales managers can, I be- 
lieve, be drawn from the study: 


1. Sales training has beneficial results, 
but the emphasis in a sales-training pro- 
gram should be on how to handle a sale, 
on the skills of selling, and on knowledge 
of product and company, rather than on 
changing the basic abilities and person- 
ality characteristics of the trainees. 


2. A standard sales performance test 
measuring such basic factors as approach, 
presentation, approach to buying motives 
and objections, and the close, is helpful 
in selecting salesmen. 


3. In selecting salesmen the sales man- 
ager should look for a typical pattern of 
abilities and personality characteristics. 
This pattern can be measured. 


4. Salesmen candidates may be taught 
how to handle a sales situation success- 
fully in a relatively short period of time 
if they have the typical pattern of abili- 
ties and personality characteristics. 


5. Previous experience in salesmanship 
need not be a prerequisite for employ- 
ment—if a company has a sales-training 
program which all newcomers must take, 
and if this program puts emphasis on how 
to sell. 


—Victor W. Eimicke. Printers’ Ink, Vol. 242, No. 9, p. 78:3. 
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EXPENSE-ACCOUNT ARISTOCRATS 


Is NEW york, Chicago, and many 
smaller cities, well over half the custom- 
ers in the best hotels, night clubs, and 
restaurants are currently charging the 
bill as an expense item to their companies, 
which in turn are charging it to the 
government in the form of tax deduc- 
tions. 

There is really nothing strange about 
this state of affairs. To a company which 
pays the current 52 per cent corporate- 
income tax, plus an additional 30 per cent 
under the excess-profits tax, as many have 
been doing, $1 spent on entertainment 
saves 82 cents in taxes and costs only 18 
cents in real money. At the same time, 
an expense account is a windfall to the 
employee. 

The expense account itself is nothing 
new. Jokes about the “swindle sheet” 
are legendary. One of the most famous 
concerns author Gene Fowler, who as a 
New York newspaperman was once sent 
to northern Canada to find some lost avia- 
tors, and in the process spent $3,000. 
Back in his office, hard put to account 
for it all, he invented the purchase of a 
mythical dog team, then the mythical 
illness of a dog requiring costly medical 
care, and finally the death and funeral 
of the dog. Finding himself still short, 
Fowler finally made up the difference 
with the item: “Flowers for bereft bitch, 
$60.” 

Such legends contain a core of truth. 
Any big-time salesman, advertising man 
or press agent operating on an expense 
account soon develops a kind of sixth 
sense for what the traffic will bear. 
Records of this sort are hard to keep 
anyway; so he approximates what he has 
spent on company business and adds 
whatever else he thinks he can get away 
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with. As one cynical executive has said: 
“Our men give their talent to the com- 
pany and their genius to their expense 
accounts.” 

What the smaller operators can do by 
indirection, the boss of the firm can do 
without any beating around the bush. In 
fact, the expense account is a recognized 
way of rewarding executives who have 
little enough incentive to reach the top, 
considering what the income tax does 
to executive salaries nowadays. 


While the boss actually profits from 
the expense account and probably de- 
serves it, the lesser members of the ex- 
pense-account society usually find it a 
dubious blessing. Although they get their 
lunches, dinners, shows and hangovers 
free, many discover that, no matter how 
artfully they pad their monthly state- 
ments, the company gets the best of the 
deal. 


“Tt’s like this,” said one salesman. “We 
work right through the lunch hour, mak- 
ing our “contacts.” At 5:30 the business 
day is often just starting: we take a cus- 
tomer to cocktails, probably also to din- 
ner, as likely as not to a show we've al- 
ready seen a couple of times. Even on 
the week-end we work for the company, 
at a party we throw at the house. By 
giving me an expense account, the com- 
pany gets me to work 70 hours a week.” 


There is an even greater irony: Of all 
the badly busted members of the middle 


class, the expense-account boys are often 


the flattest of all. Most of the men on 
expense accounts begin spending too much 
on clothes. If they are called upon to 
do much entertaining at home they also 
spend too much for their houses, their 
furniture and their wives’ clothes. One 
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highly-paid New Yorker says, “Just to 
hold my present job—buy the clothes and 
keep up the right kind of house—I’m 
going in the hole by $2,000 a year. If 
my wife weren't working and in a posi- 
tion to supply the $2,000, I'd have to 
quit.” 

Does all this conspicuous spending ac- 
complish anything? Many take for granted 
that it does. On the other hand, a lot of 
companies worry about the psychological 
effect of entertainment spending. How far 
can they go without seeming vulgarly 
ostentatious? At what point do their cus- 
tomers start deserting them out of sym- 
pathy for the little fellow who must be 
more careful with his money? 


Some business men think that the age 
of the expense account is as much a mat- 
ter of prosperity as of peculiar taxes. 
“Sure it makes it easier when you can 
pay out the money with 18-cent dollars,” 
one of them says. “But business has been 
booming and expanding for so long that 
nobody really gives a damn about money 
any more. In the *30’s no company would 
spend a penny on anything that wasn't 
of absolutely 100 per cent proven use. 
Nowadays, we won't turn down anything 
that isn’t absolutely 100 per cent proven 
useless. But give us six months of busi- 
ness recession and an awful lot of people 
are going to have to start buying their 
own drinks and meals again.” 


—Life, March 9, 1953. 


Is Your Advertising Believable? 


MORE THAN 13,000 consumer interviews in the home have convinced researchers 
of The Pulse, Inc., that any national advertising that receives as much as 50 per 
cent belief is doing well. This suggests that any advertiser can get a much longer 
run for his advertising investment if he makes his copy more believable. 

There is very little variation between high-, medium’, and low-income 
families in the predominant suspicion of advertising as “just advertising talk.” 
Middle-aged people believe advertising slightly more than younger or older people, 
and men tend to believe a little more in advertising than women. The margin of 
difference is slight, and it varies with products. 

Families in higher-income circles show amused boredom over unbelievable 
advertising. Lower-income families tend to be bitter. 

Newspaper, radio and television reviewers and columnists are making people 
acutely conscious of the deficiencies of commercials. 

RosBert Coiiins in Printers’ Ink 4/3/53 


Standard-of-Living Note: Radios vs. Baths 


HIDDEN in the 1950 census are surprising figures on the use of American 
household facilities in 1940 and 1950. In 1940, of 34 million occupied dwellings, 
2.5 per cent hed no toilet facilities, 38.4 per cent had no bath or shower, 27.4 
per cent had no refrigeration, 17.2 per cent no radio and 21.3 per cent no electric 
lighting. By 1950, of 42.5 million occupied dwellings, 1.6 per cent had no toilet 
facilities, 25.7 per cent no bath or shower, 8.7 per cent no refrigeration, 4.4 per 
cent no radio and 6 per cent no electric lighting. 

Isn't it odd that as recently as 1950 nearly 11 million American homes were 
without bathtub or shower, whereas less than 2 million lacked radios and only 
2.6 million were without electric lights? 

—Steel §/11/53 
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1S RECIPROCAL BUYING AND SELLING GOOD 
BUSINESS? By W. H. Conant. American Busi- 
ness (4660 Ravenswood Avenue, Chicago 40, 


Ill.), May, 1953. 35 cents. The business 
policy of requiring sellers to buy from their 
customers strikes at the base of competitive 


enterprise, places a handicap on procurement, 
engineering, production, and sales, and has an 
adverse effect on the public's opinion of busi- 
ness, says the author. Accompanying the ar- 
ticle are statements from six business leaders 
who regard reciprocity as shortsighted and 
destructive—and from four others who be- 
lieve it is acceptable under certain conditions. 


HOW TO MAKE YOUR TRADE-MARK TELL THE 
SYMBOL TRUTH. By Karl Bernhard. Printers’ 
Ink (205 East 42 Street, New York 17, 
N. Y.), Vol. 242, No. 9. 25 cents. A good 
advertising symbol must “stand up and talk 
loud,” by being visually unique and eye- 
catching and by instantly bringing to mind 
a complex series of associations about the 
product, the author says. He describes how 
many successful symbols have been built 
around brand names—Camels, Quaker Oats, 
or Shell Oil, for example—or have been 
suggested by the product itself, as in the case 
of the Heinz pickle. 


WHY PRICE IS 10TH IN BUYER PREFERENCES. 
By David Markstein. Sales Management (386 
Fourth Avenue, New York 16, N. Y.), Feb- 
ruary 15, 1953. The reliability of the sales- 
man and his recommendations for the best 
buy, in terms of both quality and price, are 
more significant to a purchaser than the offer 
of discounts, the author found in interviews 
with four professional buyers. Other factors 
which precede price as a determinant of the 
buyer's interest in a particular supplier in- 
clude the helpfulness of the salesman, pre-sell- 
ing of the line by the manufacturer, and the 
availability of local branches with which the 
purchaser can deal. 


SELF-SERVICE REACHES THE DRUGSTORE. Busi- 
ness Week (330 West 42 Street, New York 
36, N. Y.), March 7, 1953. 25 cents. In- 
creased sales and lower operating expenses are 
helping to convince the average drugstore 
owner, who has had many doubts about self- 
service, that he should follow the trend set 
in the grocery field, this article reports. It 
discusses several studies of the extent of the 
trend and its effects (spurring druggists to 
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widen their lines and to redesign their pack- 
ages, for example), and reports that because 
of resale price maintenance, small stores with 
self-service are holding their own—in fact, are 
showing a better profit ratio than the large 
ones. 


SOLICIT YOUR DISTRIBUTORS’ VIEWS OF YOUR- 
SELF! By Louis H. Brendel. Sales Management 
(386 Fourth Avenue, New York 16, N. Y.), 
February 1, 1953. 50 cents. By supplanting 
guesswork about problems involving sales 
through distributors with a “blind” mail survey, 
which brought a 60 per cent return, a manu- 
facturer of “widgets” discovered that half his 
distributors rated his salesmen’s performance 
poorly, and thus was able to take corrective 
action, the author reports. Surveys of retail 
dealers are also sometimes advantageous, the 
author says, to help chart the course to follow 
with distributors. 


MARKETING RESEARCH—MILESTONE OR MiLL- 
STONE? By John E. Jeuck. The Journal of 
Marketing (1525 East 53rd Street, Chicago 
15, Ill.), April, 1953. Most significant changes 
in industrial products, methods, and _ institu- 
tions have evolved from the imagination, vigor- 
ous administration, and ingenious selling 
methods of creative top managements, not 
from market research surveys as they are cur- 
rently conducted, states the author. The future 
of market research as a contributor to eco- 
nomic progress will rest upon its ability to 
increase our knowledge of the nature of com- 
petition, by closer attention to past market 
conditions, problems, and decisions; and to the 
methods and principles of such other disci- 
plines as economics and psychology, he be- 
lieves. 


TOP EXECUTIVES TELL HOW TO USE SOCIAL 
SCIENCES IN ADVERTISING. By Harold E. 
Green. Printers’ Ink (205 East 42 Street, 
New York 17, N. Y.), Vol. 242, No. 9. 25 
cents. Advertising executives and marketing 
men realize that the social sciences offer a rich 
source of information about human motivation 
which can be blended with business knowledge 
of customers and markets, interviews presented 
in this article reveal. But they urge caution 
in evaluating research results. Among the 
criticisms: Over-emphasis on Freudian inter- 
pretations of behavior can render psychological 
research meaningless and useless to the ad- 
vertising man. 
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EMPLOYEE SAVINGS AND THRIFT PLANS COME OF AGE 


QOricinatty conFINeED to the petroleum 
industry, savings and thrift plans have 
lately been attracting considerable interest 
among companies in a wide range of 
industrial categories. 

Two main reasons for this increased 
interest seem to be: (1) the desire to 
supplement retirement benefits which in- 
creased living costs may make inadequate, 
and (2) to permit employees to share in 
ownership of the company. 

Most plans today cover all employees 
but often require participation in the 
pension plan. As this type of plan 
spreads to other industries, more restricted 
groups may be included, e.g., salaried em- 
ployees with two or three years of serv- 
ice who have reached age 30 or 35. 

Usually, the employer's contribution is 
relatively modest, generally amounting to 
50 per cent of the employee’s contribu- 
tion. Typical plans permit all employees 
to contribute up to 5 per cent of com- 
pensation, with the employer contributing 
half of that amount. There are many 
variations, however. One plan matches up 
to 10 per cent of an employee’s remunera- 
tion after he has been a participant for 
a number of years. Another plan now in 
operation provides that the employer con- 
tribute 50 per cent of the employee's 5 
per cent when he is first eligible to par- 
ticipate in the plan, matching 100 per 
cent of contribution after he has had 
credited service of five years. Some plans 
impose a maximum compensation on 
which contributions may be made, while 
others permit a contribution on full com- 
pensation, regardless of amount. 
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All plans provide that in the event of 
death, an employee's full interest, includ- 
ing the employer's share, shall be paid to 
a designated beneficiary, or to the de- 
ceased'’s estate. In the event of retire- 
ment, the full share is also paid to the 
employee. Generally, there is a short 
vesting period in the event of termination 
of employment. Forfeitures frequently re- 
main in the fund to increase the share of 
the participants who continue under the 
plan. 

Most new plans permit withdrawals of 
the employee’s and the company funds 
after a period of participation of three 
to five years. Usually a penalty is im- 
posed which prevents an employee from 
participating in the plan for six to 12 
months. A few plans prohibit with- 
drawals. One older plan permits an 
employee to borrow up to the full extent 
of his and company interest. 

Possibly half the new plans give the 
employee a choice of investments, such as 
company stocks, U. S. Government bonds, 
and mutual funds. A few require that 
employee contributions be limited to Gov- 
ernment bonds and employer contribu- 
tions to company stock. Others are re- 
stricted to a diversified fund, consisting of 
stocks and bonds similar to a common 
trust fund. 

Many plans give the participants the 
option to vote their stock and, if not 
exercised, the trustee may vote such stock. 
One gives an option to the employee, but 
if the option is not exercised, the stock is 
not voted at all. Other plans give the 
employees no right to vote the stock. 





If the trust is approved by the Com- 
missioner of Internal Revenue and quali- 
fies under Section 165 (a), the funds 
contributed by the employer are deduc- 
tible as an operating expense for tax pur- 
poses. 

The income of the trust is tax exempt. 
If the funds are paid out in a lump sum 
as a result of separation of service (death, 
termination of employment or retirement) 
the funds in excess of the participant’s 
contribution paid out to him or the bene- 
ficiaries will be taxed as a long-term 


capital gain. If the stock of the company 
is distributed, the average cost of the 
securities to the trust is subject to a long- 
term capital gain tax, except that any 
appreciation in the stock is not subject to 
any tax until the stock is sold by the 
participant. 

Upon a complete withdrawal while still 
in the service of the company, the excess 
of the fair market value of the assets 
withdrawn over and above the employee's 
allotments will be subject to ordinary 
income tax. 


—The Hanover Pension Bulletin (The Hanover Bank, New York), May, 1953, p. 1:2. 


HOW WRONG CAN ECONOMISTS BE? 


44 CoNOMISTS HAVE NOT YET evolved, if 
they ever will, a technique for making 


dependable forecasts.” The words are 
those of Arthur F. Burns, whom Presi- 
dent Eisenhower has named as his eco- 
nomic adviser. And, alas, they are all 
too true. 

The present imperfect state of this par- 
ticular skill has been amply demonstrated 
by its record since 1945. The most-pub- 
licized forecast of the period could hardly 
have been less correct—the prediction of 
eight million unemployed after VJ-Day 
by the Office of War Mobilization and 
Reconversion, of which Robert R. Nathan 
was deputy director and economist. 

Since mid-1946 the writer has recorded 
forecasts by about 50 economists associated 
with corporations, banks, investment firms, 
labor unions, government, and universities 
and research organizations by means of 
semi-annual questionnaires. Out of twelve 
forecasts the economists’ consensus could 
be graded “right” only four times. 

When the first questionnaire was sent 
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out in June, 1946, reconversion was well 
under way, business was booming, and 
the stock market was climbing to a new 
high. The respondents were unanimously 
bullish. As a group, they forecast an 8 
per cent rise in industrial production. 
That forecast was on the button. But 
they didn’t stick with it. 


In September, the stock market broke 
badly. And in November, when the next 
poll was taken, the economists who had 
been unanimously bullish in May were 
almost unanimously bearish. Yet business 
was still rising, as they had predicted. 

Throughout 1947 the forecasters waited 
for the decline the stock market supposed- 
ly signaled. When it didn’t come, they 
began to waver. By the end of 1948 they 
were predicting that business would re- 
main on its current plateau. Actually, 
the 1949 downswing was on its way. As 
that downswing progressed, the econo- 
mists began revising their judgments. 
They were most pessimistic in May, 1949, 
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just when business was bracing for a 
second-half upturn. 


Business economists during the postwar 
period tended to be more pessimistic and 
“conservative” than economists as a whole. 
This had a fairly logical basis. During a 
boom, a business economist’s bread is 
buttered on the side of caution. If he’s 
over-optimistic and wrong, his company’s 
warehouses will be bulging with high- 
priced inventories when prices drop. The 
company will lose money and he may lose 
his job. On the other hand, if business 
turns out to be good, the boss probably 
will be too preoccupied with unexpected 
profits to fire anybody. 


Economists of banks also seem to have 
a conservative bias. Bankers are creditors. 
Their capital is in dollars, their assets are 
repayable in dollars. They don’t have in- 
ventories as an inflation hedge. When 
prices rise, bankers’ assets have a lower 
purchasing power. When prices fall, their 
purchasing power increases. The wish— 
the desire for disinflation—is often father 
to the forecast. By the same token, eco- 
nomists for investment and brokerage 
firms seems to be occupationally optimis- 
tic. 


Government economists have generally 
displayed a strong political bias. In 1949, 


for example, when President Truman 
wanted stand-by price controls, it would 
have been impolitic for Mr. Keyserling to 
forecast a drop in prices or business. Gov- 
ernment economists have a distinct plan- 
ning bias, too. They rely on the Presi- 
dent’s budget predictions or put faith in 
official Army and Navy procurement 
schedules—estimates to which they have 
often been parties. 


Economists of labor unions usually 
show an inflationary bias. This is 
no doubt related to collective bargain- 
ing techniques in the postwar period, 
when the rising cost of living was a major 
argument for wage boosts. 


All this has led me to a psychoanalyti- 
cal definition of forecasting: “The pro- 
jection of one’s hopes and fears.” Having 
projected his hopes or fears, the fore- 
caster marshals all the evidence to support 
his forecast and rejects evidence opposing 
it. 

Seemingly a successful and striking 
forecast can be made only when the fore- 
caster differs from most other forecasters. 
If he sees something that most people 
don’t and if events beyond his ken don't 
interfere with his prediction, then he may 
make a ten-strike. But the odds are two 
to one against it. 


—J. A. Livincston. The Reporter, May 26, 1953, p. 18:2. 


A Survey of Accounts Receivable 


ACCOUNTS RECEIVABLE generally were in better condition at the close of business 
on February 28, 1953 than at the end of November, 1952 and were, in most cases, 
returning to the status reported in February, 1952, according to a survey just 
announced by the Credit Research Foundation of the National Association of 


Credit Men. 


The number of accounts discounting or paying when due has 


increased and the average age of all accounts has decreased, the survey indicates. 

The percentage of all accounts discounting or paying when due, regardless of 
industry, for February, 1953 as compared with a year before was as follows: 
retail accounts, from 83 to 82.9 per cent; wholesale-jobber distributor accounts, 
from 85.7 to 86.4 per cent; manufacturing-industrial accounts, from 88.7 to 86.3. 
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YOUR COMPENSATION CLAIMS ARE WORTH WATCHING 


Ewptoyers may achieve real tax savings 
by carefully watching every unemploy- 
ment compensation claim, it is reported 
in a Commerce Clearing House review 
of unemployment compensation laws. 
Since taxes are paid on an “experience 
rating” scale, it is the employer's duty 
to plan a company campaign to keep 
such taxes at a minimum; a single benefit 
payment to an ineligible claimant can cost 
hundreds of dollars in taxes for several 
years. 

A mere 0.2 per cent increase in the 
tax rate, which in many states can result 
from a single benefit payment to one ex- 
employee, could cost the employer with 
a $300,000 annual payroll $600 in one 
year. One national organization, which 
has established a department to watch 
such claims, estimates that it has saved 
more than $500,000 in taxes by its close 
investigation of all claims for compensa- 
tion by its ex-employees. 

Though most workers, when laid off, 
will not misrepresent the facts, there is a 
natural tendency for a claimant to weight 
the facts in his or her favor. Ignorance 
of the law, not fraudulent intent, may 
also result in claims that do not comply 
with the letter and spirit of the law. This 
is especially true for organizations op- 
erating in several states, for unemploy- 


ment compensation is controlled by laws 
of 51 jurisdictions, many of them widely 
different. 

How a favorable experience rating can 
effect savings is explained as follows: The 
federal tax rate is 3 per cent on payrolls. 
Taxes paid to the states up to 90 per 
cent of the federal tax can be credited 
against it. The standard state rate is 90 
per cent of the federal rate, or 2.7 per 
cent, so that the entire amount paid to a 
state may be credited against the federal 
tax. 

The Federal Government allows an ad- 
ditional credit for the amount of the re- 
duction in the state tax. Therefore, a 
firm with a favorable experience rating 
pays the state its reduced tax, takes full 
credit on 90 per cent of the federal tax, 
and pays the Federal Government only 
the top 10 per cent. 

A company which is liable for the fed- 
eral tax but has employees scattered over 
several states may, if the number of em- 
ployees in any of these states is not suf- 
ficient to require the firm to report under 
the state tax system, voluntarily ask for 
coverage. In this way, it will become 
eligible for the additional credit on the 
federal tax and may—f it has a favorable 
experience rating—make an important 
saving. 


—The Controller, April, 1953, p. 188:1. 


Industry’s Plans for Expansion, 1953-'56 


U. S. MANUFACTURERS plan to increase capacity 16 per cent by 1956 in anticipa- 
tion of a 10 per cent sales boost during the period, according to the sixth annual 
McGraw-Hill Survey of Business Plans for New Plants and Equipment. 

Many firms, the survey showed, plan to capture a larger share of the market, 
expecting to increase their sales by 13 per cent, on the average, although they 
anticipate industry sales to increase by only 10 per cent. 

Depreciation funds now finance a little more than half of capital spending, 
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and depreciation allowances in manufacturing are expected to increase from 1952's 
$5.9 billion to $7.8 billion in 1956. About 85 per cent of manufacturers reporting 
in the survey say they spend their entire depreciation allowances for plant and 


equipment and will continue to do so. 


Capital expenditures are starting a trend from expansion toward modernization. 
About 57 per cent of 1953's outlay will be for replacement and modernization. 

Capital spending for 1953 is 6 per cent higher than that for 1952; manufactur- 
ing firms expect to increase their capital spending by 1 per cent. 


—American Machinist 4/13/53 
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SOURCES OF LONG-TERM CAPITAL. By Merwin 
H. Waterman. Michigan Business Review 
(School of Business Administration, University 
of Michigan, Ann Arbor, Mich.), May, 1953. 
Gratis. Since the war, American corporations 
have obtained $56 billion in new capital from 
nine groups of investors, which are described 
in this article. Pointing out that these sections 
of the capital market are in a constant state of 
flux, the author discusses the ways in which 
they are affected by both the changing motiva- 
tions and objectives of investors and the 
competing demands for capital of individuals 
and governmental units. 


TOWARDS BETTER CONTROL OF IMPROVEMENT 
costs. By W. Van Alan Clark, Jr. The 
Controller (1 East 42 Street, New York 17, 
N. Y.), April, 1953. 50 cents. Methods im- 
provement programs have a real value and 
should be counted as capital assets, not merely 
as current expense reductions, this article 
states. The author discusses some of the 
managerial problems involved in justifying and 
controlling the expenses of the groups assigned 
to improvement projects, and makes suggestions 
for improving control yardsticks. 


THE KEY TO EISENHOWER'S ECONOMICS: SOUND 
MONEY. Business Week (330 West 42 Street, 
New York 36, N. Y.), March 28, 1953. Re- 
prints 20 cents. Describes the methods by 
which the Eisenhower administration expects 
to translate its campaign pledge for a “sound 
dollar” (a dollar redeemable in approximately 
the same quantity of goods at any time) into 
an anti-inflationary program of managed money 
and credit. As background for understanding 
current monetary policies, the report explains 
the meaning of sound money to business, and 
how the government can use central banks 
and can manage money and the government 
debt to maintain it. 
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EXECUTIVE COMPENSATION IN SMALL COM- 
PANIES. By Jerome M. Rosow. Harvard Busi- 
ness Review (Soldiers Field, Boston 63, Mass.), 
May-June, 1953. $2.00. Analysis of 1951 
compensation data for the presidents or other 
top officers of 433 small corporations reveals, 
the author states, an average annual salary of 
$20,000 for companies with sales of less than 
$6,000,000 a year; wide variations in execu- 
tive salaries; and significant, though not con- 
trolling, links between executive compensation 
and company sales and profits. Manufacturing 
companies pay the highest average compensa- 
tion, it was found, though wide variations 
appear among companies making different 
types of products. 


CONTROLLING RESEARCH COSTS WITH A BUDGET. 
By Adolph G. Lurie. N.A.C.A. Bulletin (505 
Park Avenue, New York 22, N. Y.), March, 
1953. 75 cents. Budgeting for research and 
development expenses should start with a 
suitable measure of the total outlay that is 
desirable and proceed with the construction of 
two budgets more directly related to cost con- 
trol—one classified by types of expenditure 
and the other broken down by projects planned 
for the period, the author states. He identifies 
the types of projects to be included and dis- 
cusses the techniques of budget revision. 


INVESTING PENSION FUNDS. By W. C. Dunn. 
The Controller (1 East 42 Street, New York 
17, N. Y.), April, 1953. 50 cents. Noting 
that little has been published on the invest- 
ment problems involved in various types of 
pension trusts, the author finds that the ma- 
jority of portfolios comprise corporate and gov- 
ernment bonds, a moderate proportion of com- 
mon stocks (if any), and a rather small num- 
ber of preferred stocks. He examines in detail 
the General Electric Pension Trust, which op- 
erates under a self-administered plan. 
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THE PROS AND CONS OF CREDIT INSURANCE 


Crepir msurance has received a rather 
mixed response from the American busi- 
ness man. It has been rejected as too ex- 
pensive, too specialized, or too difficult 
to understand. However, since it is often 
the answer to the credit loss problem, an 
understanding of the values and limita- 
tions of this type of coverage is important 
to every insurance buyer whose company 
transacts any sizable proportion of its 
business on a credit basis. 

Credit insurance is intended to cover 
only abnormal losses—i.e., those which 
exceed the company’s average annual per- 
centage of loss. The insured is expected 
to absorb all losses which come under 
this predetermined limit. 

Rates vary according to the amount of 
risk involved, the type of account the in- 
sured sells to, and the amount involved 
in each account. A large spread of small 
accounts will result in a lower rate than 
a concentration of large credit limits 
among a relatively small number of ac- 
counts. The cost may be as low as 1/10 
of 1 per cent where both the insured and 
his accounts are in top credit classifica- 
tions, but should not exceed 1/2 of 1 per 
cent except in unusual circumstances. The 
policy usuaily provides that you may do 
business only with firms having satisfac- 
tory ratings from a designated rating 
book. 

With regard to the reporting of losses, 
there are two types of policies—the com- 
pulsory and the non-compulsory notifica- 
tion types. Under the first, an insured is 
required to notify his insurance company 
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of all claims more than three months past 
due. Under the second type, the creditor 
need not file his claim with the company. 
The compulsory form is considered un- 
desirable by some because it forces the 
creditor to insist on collection of an ac- 
count shortly after it becomes due and 
before the company would normally press 
for payment. 

When accounts referred to the insurer 
for collection are paid within 15 days, 
there is normally no charge for the serv- 
ices of the insurance company. Where 
the account must be collected by the in- 
surer through an attorney, the insurance 
company makes a sliding scale charge, 
which may vary from 5 per cent to as 
much as 18 per cent of the amount re- 
covered. 

Credit insurance policies normally re- 
quire co-insurance of at least 10 per cent 
of any loss sustained by the insured and 
up to 25 per cent, depending upon the 
amounts and risks. Moreover, credit in- 
surance policies customarily limit their 
extent of liability on any one account, and 
also on the total amount of loss which 
they will be required to cover on all ac- 
counts in any one year. 

As has been pointed out, there is a 
considerable amount of disagreement as 
to the merits and desirability of credit 
insurance. Here are a few of the argu- 
ments presented on both sides: 

Advantages 


Permits the insured party to obtain greater 
banking credit. 


Fixes the credit loss for the year at a more 
or less definite amount. 
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Insurance charges are now considered as a 
normal business expense and may be so 
absorbed. 

Forces prompt collection of all past-due 
accounts. 

Permits a company to increase its sales and 
keep its losses proportionately fixed. 

Forces the seller to do business only with 
credit-rated concerns. 


Disadvantages 


Insurance is moderately expensive, and con- 
stitutes an extra expense, particularly for 
a competitive business. 

Doesn't cover the entire loss, only part of 
it. 

Does not permit seller to extend credit in 
situations deserving of credit extension. 
Certain accounts cannot be sold because of 
their credit ratings, unless an extra pre- 
mium is paid. 

Protection is limited in amount for any 


one account and for the total amount of 

risk assumed by the insurance company in 

any one year. 

This is a situation that requires careful 
analysis by the credit man of each par- 
ticular business. Many claim that if an 
account can be insured, normal business 
practice is all that is needed to make sure 
the credit line extended to such account 
is not exceeded; and as the poorer credit 
risks will be insured only at high extra 
premiums, the cost of the insurance pro- 
hibits doing business with such accounts. 
On the other hand, there are a number 
of advantages, cited above, which may 
make credit insurance desirable in the 
light of the special needs of the indi- 
vidual company. 


—From Credit and Collection Know-How, by Rosert J. SCHWARTZ and ALLYN M. SCHIFFER. 


Fairchild Publications, Inc., 7 East 12th St., New York 3, N. Y., 19953. 


$5.00. 


THE PROBLEM OF DUPLICATE COVERAGE 


When a company suffering a financial 
loss has two or more applicable in- 
surance policies affording similar cover- 
age, probably issued by different insurers, 
a difficult legal problem often arises. 
Virtually all “other insurance” clauses 
in casualty policies are intended to create 
either “contributing” or “excess” insur- 
ance. In other words, a policy clause may 
seek to make other applicable insurance 
contribute in some proportion to a “joint 
loss,” or it may attempt to make its own 
proceeds available only after such other 
insurance has been exhausted. Among 
the more progressive insurers, however, 
there exist some inter-line and intra-line 
agreements providing that in various 
cases of duplicate coverage, whatever the 
policy provisions, the insured shall be 
protected and the loss divided between 
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those “on the risk,” in accordance with 
specified formulae. 

In the absence of any policy provisions 
governing duplicate coverage, the general 
rule is that the insured may recover a 
proportionate part of the loss from each 
of the insurers, or he may recover the 
entire amount from any one of them, in 
which case such insurer may demand con- 
tribution from the others. Insurers have 
sought to provide expressly in the policies 
for such contingencies, to prevent the op- 
eration of this rule. 

The contribution clause most frequently 
encountered in casualty insurance is the 
“other insurance” condition, which is 
found in the standard automobile and 
general liability policies, among others. 
This clause has been held to mean that 
the company, even in a suit by the in- 
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sured, may not be compelled to contribute 
to a loss in a proportion greater than the 
applicable policy limits bear to the total 
applicable limits of all insurance covering 
the loss. When two “other insurance” 
clauses are applicable to a loss, the lia- 
bility of each insurer is several, not joint. 
Consequently, if an insurer under such 
circumstances pays more than its propor- 
tionate share of the loss, it cannot recover 
such excess from the other insurer. 

The other contribution clause most fre- 
quently appearing in casualty policies is 
that found in the standard boiler and 
machinery contract and most explosion 
coverages. This is a materially different 
rule, establishing as the criteria of con- 
tribution the amounts which normally 
would be payable under each policy on 
account of the particular loss if no other 
insurance had existed, rather than the 
limits of liability set forth in the respec- 
tive declarations. 

Where these two different provisions 
are incorporated in different policies, both 
of which apply to the same loss, each in- 
surer would ordinarily be compelled to 
pay only according to its policy provision. 
In all known cases, however, the insured 
has been fully reimbursed and the car- 
riers have reconciled their differing theo- 


ries of contribution without resort to the 
courts. 

When the amount available in the 
second type of policy described above is 
greater than that of the first type (“limits 
of liability”), a literal application of both 
clauses to the loss appears always to re- 
sult in a lack of coverage to the insured, 
until the amount of loss equals the 
amount available in the second type of 
policy. 

The “excess” type of “other insurance” 
clause is frequently employed in casualty 
insurance. A typical provision: 

The insurance afforded by this policy 

shall be excess insurance over any other 

valid and collectible insurance applicable 

to a loss covered hereunder; .. . 

The intent of such a clause is clear and 
would, of course, be given effect in the 
event that the other applicable insurance 
policy contained no pertinent provision. 
Since, however, virtually all policies do 
provide for the possibility, the principal 
difficulties arise when such a clause con- 
flicts with a similar or different clause 
in another policy. When all policies in- 
volved are of the same nature, the New 
York Court of Appeals has held in effect 
that such clauses negate each other and 
all policies should contribute to the loss. 


¢ —JaMes B. Donovan. Rough Notes, April, 1953, p. 19:5. 


Life Insurance: They Live to Collect It 


‘ THANKS TO a novel insurance provision, in effect at McCormick & Company of 
Baltimore, any retiring employee may receive from the company his group life 
insurance proceeds by means of monthly advances. 

The employee's premiums for his group insurance cease at the time of retire- 
ment. If he wishes to supplement his retirement income at that time, he may 
request settlement of the full face value of his group insurance by equal monthly 
installments, starting at once and running for a period of at least 10 years, as elected 
by the employee. The payments are made by the employer without affecting the 
group insurance policy, except that the company is reimbursed for its advances 
from the proceeds of the policy at the death of the retired employee. 


—L.O.M.A. Bulletin (Life Office Management Association, 110 East 42nd Street, 
New York 17, N. Y.) 1/15/53 
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VESTING PROVISIONS IN PENSION PLANS: A SURVEY 


One means of protecting the pension 
credits of workers who change em- 
ployers before becoming eligible for re- 
tirement benefits is provided by vesting. 
Essentially, this guarantees to the indi- 
vidual a right or equity in a pension plan, 
based on all or part of the employer's 
contribution, should his employment be 
terminated before he becomes eligible for 
retirement benefits. The vested right in 
most cases is granted in the form of an 
annuity, the payment of which com- 
mences when the worker reaches retire- 
ment age. Occasionally, vesting provi- 
sions contain an option under which the 
worker can receive a lump-sum benefit 
when he leaves the company. 

Pension plans may provide for various 
types of vested rights. Under deferred 
full vesting, the receipt of all rights is 
deferred until a worker attains a certain 
age and/or has completed a specified 
period of employment or participation in 
the plan. Another type of deferred vest- 
ing grants only those benefit rights based 
on a certain percentage of the employer's 
contributions after specified conditions 
are met. This percentage increases as 
additional conditions are fulfilled, until 
eventually the worker is fully vested. 

In order to ascertain the prevalence and 
characteristics of vesting provisions, the 
Bureau of Labor Statistics analyzed 300 
pension plans, all of which were under 
collective bargaining. These programs 
covered approximately 5,857,000 workers. 
Over three-fourths of the plans, covering 
two-thirds of the workers, were in manu- 
facturing industries. The programs varied 
in size from those covering well over 
100,000 workers to those applying to less 
than 1,000 employees. 

Two hundred and fifty-five of the plans 
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were restricted to single companies. Of 
these, 73 provided for vesting. Only two 
of the 45 multi-employer plans granted 
workers vested rights. 


Deferred full vesting provisions were 
incorporated in over tour-fifths of the 
plans—covering a similar percentage of 
the workers—which provided for vesting. 
The remaining vested plans were of the 
deferred graded type. 


The requirements which workers must 
fulfill before being vested varied greatly. 
Some programs prescribed specified lengths 
of service before workers were vested. 
Others provided that vesting rights were 
accrued after the completion of stipulated 
periods of participation in the plan; these 
programs often did not permit a worker 
to join the plan when he first became em- 
ployed. Frequently, age qualifications 
were also stipulated. 


Assuming that all workers join when 
first eligible, plans under which vesting 
is conditioned upon participation require- 
ments may be made comparable to those 
specifying service qualifications by adding 
the required pre-participation period to 
the plan membership period. Using this 
approach, the service requirements of all 
deferred-full-vesting plans ranged from 
five to 25 years. 


The plans with deferred graded vesting 
also varied greatly in the requirements to 
be fulfilled before a worker had vested 
rights. With one exception, the minimum 
qualification before any part of the em- 
ployer’s share was vested ranged from five 
to 12 years’ service. 

The most common method of grading 
was to vest half of the employer’s contri- 
butions after 10 years’ service and add an- 
other 5 per cent for each year of service 
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over 10. Half the plans with deferred 
graded vesting required 20 years’ employ- 
ment before full vesting was achieved. In 
other cases, the maximum service period 
specified ranged from 15 to 30 years. 


The qualification of at least 10 years’ 
service that was present in over three- 
fourths of the plans would restrict con- 
siderably the number who might benefit 
by vesting. 


—Evan K. Rowe and Tuomas H. Paine. Monthly Labor Review, March, 1953, p. 237:9. 
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YOUR PLANT, TOO, COULD GO BOOM! By J. W. 
St. Andre. Factory Management and Mainte- 
nance (330 West 42 Street, New York 36, 
N. Y.), April, 1953. To cut down the pos- 
sibility of explosion in his plant, the manu- 
facturer should study the three classes of 
hazardous locations specified by the National 
Electrical Code, this article advises. Describ- 
ing some hazards which require special in- 
stallations and others which do not, it sug- 
gests Underwriters’ Laboratories data will prove 
helpful in determining the suitability of ex- 
plosion-proof equipment. 


A SURVEY OF PENSION PLANNING. By Robert 
E. Sibson. Commerce Clearing House, Inc., 
Chicago 1, Illinois. 184 pages. $2.00. In this 
comprehensive review of the factors which 
must be considered in formulating a sound 
and financially practical pension plan, the 
author examines alternative methods for 
financing pensions, membership requirements 
and eligibility provisions, types of retire- 
ment benefits, and formulas for determining 
benefits. Of particular value is the author's 
discussion of the costs of various types of 
pension arrangements and the means of es- 
timating the employer's emerging liability at 
various stages of the plan. 


METHODS OF FUNDING PENSION PLANS _IN- 
VOLVING LESS THAN 50 LIVES. By Herbert L. 
Jamison. The New York Certified Public 
Accountant (677 Fifth Avenue, New York 
22, N. Y.), Vol. XXIII, No. 1. 50 cents. 
The fear of many small businesses that pen- 
sion plans are too expensive for any but 
large concerns is unfounded, says the author, 
since funds accumulated in good years may 
be used to keep the plan going during lean 
ones. He describes various funding methods 
for insured and self-insured plans, with em- 
phasis on a deposit administration type of 
plan, and also considers profit-sharing trusts. 
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FIRE CAN SEND YOUR PROFITS UP IN SMOKE. 
By G. G. Carr. The Iron Age (100 East 42 
Street, New York 17, N. Y.), May 21, 1953. 
35 cents. Industrial blazes cost business $172,- 
750,000 in 1951; incomplete figures for 1952 
show that 88 outbreaks cost over $39,000,000. 
This report analyzes fire dangers, using ex- 
amples from actual outbreaks, and emphasizes 
the importance of training workers for fire 
prevention. For example, 95 per cent of all 
workers have never used a fire extinguisher 
or seen one demonstrated, according to insur- 
ance company estimates quoted in this article. 


WHERE ARE AUTOMOBILE RATES GOING? By 
James H. Cahill. The Spectator (Chestnut and 
56th Streets, Philadelphia 39, Penna.), April, 
1953. 50 cents. Liability rate revisions, which 
went into effect in 41 states and territories 
last year, have partially stopped the down- 
ward trend of profits in the automobile in- 
surance business. Yet the countrywide actual 
loss ratios are still approximately 65 per cent, 
this article states. New York's preferred risk 
rating plan is examined here, along with other 
proposed solutions to the problem of high 
costs in automobile liability insurance. 


1S YOUR NEW PRODUCT SAFE? By John V. 
Grimaldi. Mechanical Engineering (American 
Society of Mechanical Engineers, 29 West 39 
Street, New York 18, N. Y.), February, 1953. 
Citing the experience of several manufacturers 
who had failed to recognize the existence of 
hazards to personnel or materials in their prod- 
ucts, the author points out that proper testing 
is as important as proper insurance coverage 
for the company introducing a new product to 
industrial or retail markets. Analysis of the 
costs involved in eliminating these hazards 
should, he points out, be considered in evalu- 
ating any new product from the standpoint of 
potential profits. 
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PACKAGING TO MEET THE SELF-SELLING TREND 


Whaat are successful packagers doing to 
meet the demand, in every type of outlet, 
for packages designed to sell themselves? 
How much are they influenced, in their 
redesigns, by considerations of television 
presentation? In today’s emphasis on de- 
sign, are basic protective requirements 
being overlooked? Is it better to make de- 
sign changes quickly and boldly, or to 
make them gradually? 

To find the answers to these and sim- 
ilar questions—which constitute some of 
the most pressing problems in the pack- 
aging field today—Modern Packaging sur- 
veyed a select list of 100 of the largest 
firms in the fields of foods, drugs, toilet- 
ries, hardware and soft goods. These 
companies were asked: 


1. Whether they had made design changes 
for self-service selling—and why. 

2. Whether they consider their present 
packages completely satisfactory for self serv- 
ice—from the standpoint of design as well as 
consumer convenience and retailer convenience. 

3. Whether they consider their packages 
physically adequate against the hazards of 
shipping, climatic conditions, shopwear and 
pilferage. 

4. What effect television has had on de- 
sign. 

5. Whether they believe in the quick or 
the gradual change. 

Replies to the survey questions among 
the companies whose products are sold in 
retail food and drug outlets showed that 
recent design changes and contemplated 
changes have been practically universal 
(1) to step up brand identity, (2) to 
make packages for well-established prod- 
ucts stand out more prominently from 
more effective newcomers, (3) to provide 
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more pertinent buying information that 
helps consumers in making a brand selec- 
tion. 

More than two-thirds of the companies 
questioned stated that, having in most 
cases accomplished recent changes, they 
now considered their packages entirely 
satisfactory from the standpoint of design, 
consumer convenience, and retailer con- 
venience. 

On the question of package protection, 
the answers indicated that while the ma- 
jority of companies believed they had 
licked the problem of shipping hazards, 
nearly one-fourth were of the opinion that 
methods could be better. About half con- 
sidered the protective aspects of their 
packages adequate against atmospheric 
conditions such as moisture, heat or cold. 
Protection against shop-wear is still a 
problem to be solved by about one-third 
of those who reported, and pilferage has 
become a serious problem for drug firms 
selling small items in supermarkets. 

Package recognition over television has 
become an important consideration for all 
those who are using this new advertising 
medium or are considering it. New pack- 
ages are being designed with the simplicity 
and legibility this new visual advertising 
requires. 

Leading firms seemed to be about equal- 
ly divided in their opinions on the ques- 
tion of whether, when making a package- 
design change, the change should be grad- 
ual or quick, a slight majority favoring 
a quick change wherever it can be ac- 
complished. 

It is only during the past year, per- 
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haps, that most manufacturers have seri- 
ously faced the fact that the package it- 
self—which created the self-selling revo- 
lution—needs a completely new program 
of logistics to meet the current battle of 
the markets. 

The concept of the package as the lone 
salesman is now almost universal, and 
package planning is becoming as scien- 
tific in its approach as the sales and ad- 
vertising campaigns that support the pack- 
age. Briefly, the recommendations of those 
most experienced in this kind of planning 
may be divided into the following seven 
basic points: 

1. Give your package the strongest 
possible brand and trademark identity. 

2. Pre-sell your package prominently 
in all advertising to win instant recog: 
nition at the point of sale. 

3. If you market an assortment of 
products under one brand name, use the 
best possible illustrative treatment to 
identify and to aid selection. 

4. Equip the package with pertinent 
and persuasive buying information. 

5. Plan the package and shipping units 
with the retailer in mind—make it easier 
for him to handle and to sell. 

6. Design the package to suit the selling 
techniques of the outlets where it is to 
be sold. 

7. Provide a pilfer-proof package. 

If you are packaging for new outlets, 
it goes without saying that you must 
start by making an intensive study of the 
packaging requirements of your markets. 

Brand emphasis is definitely the first re- 
quisite today, leading packagers say. 
Never in the history of merchandising 
has the public been more conscious of 
brand names, nor more partial to familiar 
brands. Confronted with a dozen com- 


peting brands on a rack, shoppers will 
choose the one they know, or give a trial 
to one they've heard of—if they recognize 
it by the package. This means, among 
other things, that package illustration 
must be given much more emphasis in all 
forms of advertising today—to make it 
easier for the consumer to identify the 
package at the point of sale. 

Many firms are finding it essential to 
provide more pertinent buying informa- 
tion on packages to help the consumer 
make a decision between brands and a 
choice between various assortments of 
products. The copy must suggest the rea- 
sons why she should buy the product and 
say it fast. Copy on packages today has 
become so important that in some cases 
special copy consultants have been called 
in to check the copy before it is released 
on the package. 

Shoplifting of small items has become 
a daily problem with the growth of self- 
selection and self-service. Small articles 
that can be slipped into a coat or purse 
without detection are tempting loot for 
the dishonest person; some figures have 
shown pilferage of nylon hosiery as high 
as 10 per cent until packaging methods 
were devised to discourage the stealing. 
Store operators like small articles mounted 
on cards or packaged in some other way 
to give the bulk that prevents loss. 

The satisfaction with which many com- 
panies seem to regard their present pack- 
ages is a fine thing to a degree, but in 
an era when merchandising trends are 
shifting so rapidly, the wisdom of com- 
placency is certainly questionable. The 
history of almost every package proves 
that packaging must of necessity be a 
continuing study, and that complete satis- 
faction—if it really exists—can only be 
transitory. 


—Modern Packaging, April, 1953, p. 115:9. 
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TESTING YOUR NEW PACKAGE DESIGN 


For Atmost every proposed package 
there are three major elements that should 
be considered, tested, and appraised be- 
fore reaching a final decision about the 
acceptability of the package design: (1) 
Utility—the convenience and protective 
qualities of the package from the point of 
view of the customer and the dealer; 
(2) Visibility—the attention-getting value 
of the package and the ease and speed of 
package identification; and (3) Impres- 
sionability—the immediate and long-range 
effects produced on the customer. 

Obviously, the relative importance of 
each of these will change from one situa- 
tion to another. The individual empha- 
sis can only be determined as the over-all 
marketing problem is defined and ana- 
lyzed. 


Package Utility. Let us review some of 


the typical questions we might have to 
consider in order to measure and appraise 
the utility of a proposed package: 


1. Is it a convenient size for home storage, 
servings, etc., and for dealer shelf and mass 
display? 

2. Does the shape make it easy to handle, 
pick up, and carry? Will it stack on dealers’ 
shelves? 

3. Are special dispensing, 
closing devices necessary? 


opening, and 
4. Can the consumer dispose of the pack- 
age easily? 
5. Are the 
understandable? 


directions for use clear and 


6. Will special protective materials be re- 
quired to keep the product in good condition 
in the store and on the consumers’ shelf? 


7. Does the package have secondary use 
possibilities? If so, will they increase sales? 

In many cases, these questions can be 
answered only by testing packages under 
actual customer conditions in the home or 
place of business. Repeated use of the 
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product in the proposed container will be 
required to determine the practical value 
of such things as special opening and clos- 
ing devices. 

Frequently the public buys a product 
because of the novelty appeal of the pack- 
age. Some package utility problems can 
be solved only by observing and measur- 
ing customer repeat purchasing. 


Products that do not stack well, that 
are too large or too small for standard 
shelves or too difficult for clerks to handle, 
create annoying problems for the dealer. 
A preliminary survey among dealers will 
often detect package weaknesses that 
might ultimately cost the manufacturer 
more than his present profit margin. 
Where possible, the new package should 
be put into representative retail stores to 
test and appraise its utility under normal 
handling conditions. 

Package Visibility. Here we are con- 
cerned primarily with the package size, 
its shape, layout, color combinations, il- 
lustrations, typography, and package ma- 
terials. Important questions will usually 
include: 

1. Does the package catch the eye of the 
shopper? 


2. Is it strong enough to stand out from 
all competition on the shelf, in mass dis- 
plays, on counters, and in window displays? 


3. Can the customer quickly identify the 
brand? The type of product? 


4. What are the strong and weak elements 
of the package design? Can the color com- 
binations be improved? 


5. Can the package be seen under all 
types of lighting conditions? 

Package Impressionability. The third 
major factor to be considered in testing 
the acceptability of a package design is 
the immediate and long-range effect of 
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the package on the prospective customer. 
These are some of the questions that 
should be answered: 

1. Does the package appear to be as large 
or larger than other competitive packages? 

2. Does the package suggest freshness and 
cleanliness (if this is an important considera- 
tion)? 

3. Does it connote quality—or, if price 
is a major factor, does it suggest that the 
product may be too expensive? 


4. Does it immediately classify the product 
correctly, or does it give the buyer the idea 
that the package contains some entirely 
foreign product? 


5. Is the copy on the package understand- 
able? Is it believable? 


6. Does the illustration help to give the 
customer a reason for buying? Does it sug- 
gest how to use the product? 


Frequently the illusion of package size 
can be determined by exhibiting a series 
of the new and old packages to potential 
customers and objectively measuring their 
reactions. 

Association tests often are used effec- 


tively. Respondents are shown a package 
design for a fraction of a second and 
asked to state the first thing that comes 
to mind. Unfavorable responses provide 
the trained package design analyst with 
clues on how the package can be im- 
proved. 

Controlled side-by-side sales tests in se- 
lected stores often can provide valuable 
information about the relative sales appeal 
of certain package designs. Impulse items 
may require repeat-purchasing experi- 
ments to determine if the new package 
design has made a deep enough impres- 
sion to cause repetitive buying. 

Tests designed to measure the impres- 
sionability of a package design may also 
reveal valuable information for appraising 
its utility or visibility. All three factors 
are important to a successful package de- 
sign; a well-integrated testing program 
should include all the techniques neces- 
sary to develop practical and complete 
results. 


—From an address by Ropert F. Exricx before the American Marketing Association. 


Shipping Cases Carry Your Sales Message 


THOUGH MANY USERS of shipping containers don’t realize it, a shipping case can 
be a miniature billboard with an unusual “life expectancy.” 

As a part of its program of educating customers, as well as its own 6,000 em- 
ployees, on the potency of shipping containers for both general advertising and 
point-of-sale, Fibreboard Products, Inc., recently issued a pictorial sales bulletin, 
“The Advertising Life of a Shipping Container.” 

The story, which follows a shipping case from the time it comes off the packag- 
ing line through its travels to wholesaler, to retailer, to consumer, points out that 
a sales message on the sides of a shipping case, while it costs practically nothing, 
is a remarkably effective device for promoting the name and qualities of the product. 

—Good Packaging 1/53 





JUDGING BY APPEARANCES: People are not aware of how much the color and design 
of a package influence their buying habits, according to the Color Research Institute, 
Chicago. Eighty-six per cent of a group of women participating in a test conducted 
by the Institute picked one kind of coffee as superior to two others sampled. Ac- 
tually, all three coffees were the same; only the containers differed. 
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PACKAGING SPECIFICATIONS. Container Labo- 
ratories, Inc. (45 East 22 Street, New York 
10, N. Y.). 4 pages. Gratis. Without proper 
purchasing specifications for packaging mate- 
rials, backed up by sound control and inspec- 
tion procedures, the typical shipper is likely 
to be confronted by the double problem of 
high costs and poor quality, this pamphlet 
points out. Among suggested sources of data 
helpful in the development of realistic spe- 
cifications are business and technical organiza- 
tions that have been active in the evaluation of 
testing methods for packaging materials, and 
published compilations of the pertinent com- 
mon carrier regulations. 


NEW CONCEPTS OF MILITARY PACKAGING. By 
S. S. Horwitz. Modern Packaging (575 Madi- 
son Avenue, New York 22, N. Y.), Vol. 26, 
No. 1. Today, since the bulk of military prod- 
ucts are going into storage for relatively long 
periods, considerations such as size of pack- 
age and resistance of packaging materials to 
deterioration have become primary. Ways to 
meet the new criteria are discussed at some 
length in this article, which also provides a 
checklist to guide the supplier in developing 
an economical and adequate package for his 
product. 


COLOR ANALYSIS IN TERMS OF LIGHTING. 
Package Parade (22 East Huron Street, Chi- 
ago 11, Ill.), January, 1953. Because of the 
increasing use of intense artificial lighting in 
supermarkets and other types of retail store, 
package planners must give consideration to 
another variable in the long list of factors 
affecting package color selection. This article 
explains how scientific color analysis can help 
to point out ways of compensating for these 
new conditions without sacrificing the sales 
appeal of a long-established color. 


TOP MANAGEMENT FORUM: Packaging of In- 
dustrial Goods Is Getting Better. Industrial 
Marketing (200 East Illinois Street, Chicago 
11, Ill.), February, 1953. Seven manufacturers, 
including a producer of containers, tell how 
they strive to find attractive, convenient, and 
readily-identifiable package designs for their 
industrial products so that these will be judged 
favorably at each point of contact along the 
line of distribution. A producer of huge power 
sweepers, for example, finds that his packaging 
has as much sales importance as an attractive 
container for a consumer product. 
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ARE YOU USING THE RIGHT CONTAINER FOR 
THE JOB? Flow (1204 Ontario Street, Cleve- 
land 13, Ohio), Vol. 7, No. 12. A survey 
of the types of containers available for trans- 
porting and storing in-process and finished 
parts at various stages of production and 
packaging, with special attention to materials, 
design, and ease of handling. Over 20 
photographs illustrate the possible uses of 
skid bins, tote boxes, caster-mounted units, 
pallets, baskets, and collapsible containers. 


WHERE PACKAGING’S 3 ‘R's’ ARE TAUGHT. 
Packaging Parade (22 East Huron Street, 
Chicago 11, Ill.), March, 1953. Standardiza- 
tion of packaging procedures, methods of per- 
forming various packaging operations, and 
practical quality control are the three R's of 
packaging taught “seasonal employees” at 
Miles Kimball Company, Oshkosh, Wisc. The 
program, which is particularly suited to or- 
ganizations handling a diversified range of 
shipments, enables a company to make effec- 
tive use of large numbers of temporary workers 
during peak seasonal activity. 


THE PACKAGE ENGINEER. Modern Packaging 
(575 Madison Avenue, New York 22, N. Y.), 
February, 1953. This article offers a compre- 
hensive view of the package engineer's job 
at the Bristol-Myers Seoie of the many 
firms which have established this function as 
a separate engineering activity and realized 
substantial economies as a result. Besides 
working with each product division in design- 
ing packages and Previn the changes in lay- 
out and equipment that become necessary, the 
package engineer's duties in this company in- 
clude maintaining a complete library of packag- 
ing information, keeping abreast of competi- 
tive trends, and studying the potential use of 
substitute packaging materials. 


PACKAGING FOR THE GOVERNMENT. Container 
Laboratories, Inc. (45 East 22 Street, New 
York, N. Y.). Four pages. Gratis. This 
pamphlet describes the rapid development of 
packaging methods under the impetus of mili- 
tary needs and lists the government agencies 
that are prepared to answer questions on spe- 
cific packaging problems for companies with 
defense contracts. It also recommends certain 
publications on military packaging specifica- 
tions and describes a training course available 
to packaging executives of industrial firms 
which are manufacturing military supplies and 
equipment. 
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PSYCHOLOGY OF INDUSTRIAL RELA- 
TIONS. Edited by C. H. Lawshe and E. J. 
McCormick. McGraw-Hill Book Company, 
Inc., New York, 1953. 350 pages. $5.50. 


Reviewed by James D. Weinland* 


The stated purpose of this book is to bring 
available knowledge of human behavior to 
foremen and management men in non-techni- 
cal language that they can understand. Writ- 
ten in simple words and straightforward sen- 
tences, Psychology of Industrial Relations can 
be used by anyone; it does not require a tech- 
nical background on the reader's part. The 
facts presented are of the survey type, giving 
wide coverage rather than exhaustive examina- 
tion of any one topic. The orientation is 
practical. 

The book is the product of an editor and 
six contributors. C. H. Lawshe, Professor of 
Psychology at Purdue University, is editor, 
assisted by E. J. McCormick, Associate Pro- 
fessor of Psychology at Purdue. The contri- 
butors are: Arthur J. Drucker, Department of 
the Army; Edmund E. Dudek, U. S. Naval 
Personnel Research Unit; William F. Long, 
Lackland Air Force Base; Kenneth Oliver, 
Creole Petroleum Corporation; and Robert I. 
Dawson, U. S. Rubber Company. 

The work has no major emphasis. Its gen- 
eral point of view is that dealing skillfully with 
employees is neither a social nor a welfare 
service, but a paying proposition. The authors 
believe that an understanding of human beings, 
especially in regard to motiviation, can in- 
crease production when applied to employees. 

Differences in style among the various con- 
tributors are evident to some extent, but this 
is more than compensated for by the reason- 
ably even coverage of all topics. Also, the 
experience contributed by the six men is wider 
than that which would be available to a single 
editor. 


* Professor of Business Psychology, New York 


University 
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The topics covered include a general intro- 
duction; three chapters on human behavior: 
“What Makes People Tick,” “Motivation and 
Discontent in Industry,” and “Feeling the 
Pulse”; and single chapters on employee place- 
ment, employee training, supervision, handling 
grievances, employee counseling, efficiency, 
wage administration, employee group relations 
and relations with union organizations. A rea- 
sonably extensive bibliography follows each 
chapter. The book is well indexed and at- 
tractively bound and printed. 

Occasionally references made in the text 
seem unnecessarily obscure, and in some cases 
language is used with a trade slant that may 
not be clear to the general reader. Also, as 
may be expected in any book of such wide 
coverage, some statements are made that seem 
obvious or superficial, as: “It is sometimes 
possible, as a result of personal contacts with 
employees, to sense the presence of unrest or 
dissatisfaction.” 

Such defects are minor, however. This book 
should be very useful in distributing know!- 
edge of human behavior to men working in 
the field of human relations. 


HOW TO PREPARE TRAINING MAN- 
UALS. By Lynn A. Emerson, The Univer- 
sity of the State of New York, Albany, New 
York, 1952. 365 pages. $4.50. 


Reviewed by William V. Machaver* 


As the profession of industrial training has 
matured, it has suffered the growing pains of 
confusion, disorganization, and lack of uni- 
formity. Dr. Lynn Emerson has taken a long 
step toward systematizing one of the more 
important phases of industrial training, namely, 
codification and planning of the manner in 
which basic programs are set down and or- 
ganized in training manuals. Industrial train- 
ing has grown rapidly and contributed much 


* Johnson & Johnson, New Brunswick, N. J. 
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to the effectiveness of business management 
and industrial operaticn. Dr. Emerson has 
shown us how to organize training manuals 
so that they may be used more effectively and 
be more widely applied. 


How to Prepare Training Manuals is based 
upon a 14-step method which takes into con- 
sideration all the major and minor problems 
involved in preparing and publishing training 
manuals. Under most conditions, the author 
points out, the following steps are included, 
in somewhat the order listed: 

1. Determine the objectives and the scope 
of the training program. 


2. Outline the conditions under which 
the instructional materials will be used. 


Make analyses to determine training 
content. 


Select the analysis content to meet the 
specified objectives of the course. 


Prepare the course outline. 


Develop the over-all pattern for the 
instructional material. 


Set up the format or pattern for the 
units of instructional material and for 
the series of units as a whole. 


8. Get together the data needed — re- 
source material for the content. 


9. Decide upon a style of writing. 
10. Write the draft copy. 
11. Prepare the illustrations. 


12. Check and revise the written copy and 
the illustrations. 


13. Try out the material. 

14. Prepare the master copy for duplica- 

tion. 

These steps are pertinent and universal. 
They are easily applied and if followed will 
help both experienced and inexperienced train- 
ing men to build manuals that may be easily 
used by both professional trainers and line 
supervisors. 

Perhaps the most significant contribution 
made by this book is the relation of technique 
to basic principles. In his chapter ‘“Educa- 
tional Principles and Training Manuals,” Dr. 
Emerson outlines and emphasizes the import- 
ance of certain principles of teaching and 
learning and shows how these principles are 
related to the building of training materials. 

Most training men are impatient with the 
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“tremendous trifles’ of preparing manuals— 
such as illustrations, editing, style of writing, 
appearance, and method of duplication. Yet 
these very elements determine the readability 
and effectiveness of the manuals and hence 
their usefulness and popularity, particularly 
with line supervisors. Many helpful hints con- 
cerning these items are presented. 

How to Prepare Training Manuals is abun- 
dantly illustrated with excerpts from almost 
every type of training outline and manual. Not 
only are general principles set down, but spe- 
cific examples are given. 

Dr. Emerson's book deals largely with voca- 
tional, industrial and manual training. There 
is an urgent need for this kind of planned 
approach to teaching aids in the field of 
executive development. The recent and grow- 
ing concern with the broad development of 
executives and administrators demands the 
same attention to the organizing of manuals 
and training materials in the field of leader- 
ship. 

Perhaps the highest compliment that can 
be paid to Dr. Emerson is the fact that all 
the principles and techniques he recommends 
are exemplified in his own book. 


A STANDARD LIST OF SUBJECT HEAD. 
INGS IN INDUSTRIAL RELATIONS 
Prepared by the Sub-Committee on Subject 
Headings, Committee of University Industri- 
al Relations Librarians. Available from In- 
dustrial Relations Section, Princeton Uni- 
versity, Princeton, New Jersey. 100 pages. 
$2.50. 


Reviewed by Ordway Tead* 


As one who started in a small cooperative 
venture in 1916 to initiate a scheme of topical 
filing and cross-referencing in the whole field 
of industrial relations, this reviewer has 
kept a keen, continuing interest in the problem. 
It must obviously be attacked with some- 
what broader prescriptions and procedures than 
those offered by the Dewey Decimal System of 
book classification. And it is high time that a 


* Editor, 
Brothers. 


Social and Economic Books, Harper & 
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current standard listing should be made avail- 
abie for the use of universities, consulting 
firms, corporations and individuals. It should 
be a matter of gratitude on the part of all 
those that the present volume is at last on 
hand for such wide and necessary use. 

Having sampled it in relation to obvious 
subjects, topics, phrases, and so forth, I con- 
sider this a reasonably comprehensive and ac- 
ceptable tool for use by all of us. It is not 
over-elaborated; its subject titles are contem- 
porary; and its cross references are sensible 
and helpful. 

This subject heading list can be recom- 
mended with considerable enthusiasm to all 
who have the problem of filing the tremendous 
inflow of printed matter which comes across 
the desk of all interested in this field. The 
compilers have done a splendid and exceed- 
ingly useful job. 


SALESMEN’S COMPENSATION. By Harry 
R. Tosdal and Waller Carson, Jr. Division 
of Research, Graduate School of Business, 
Harvard University, Boston 19, Mass. 1953. 
Two volumes, 972 pages. $11.50. 


Reviewed by Richard D. Crisp* 


This two-volume treatment of the subject 
of salesmen’s compensation is organized along 
the following lines: Volume I is in two major 
parts. The first of these discusses the “Prin- 
ciples and Practices” of sales compensation in 
a general way. The second presents a report 
of a “Statistical Survey of Salesmen’s Com- 
pensation” which summarizes the pay prac- 
tices affecting 1,254 companies’ sales forces 
during 1948 and 1949. Volume II presents 
30 case studies in the field of salesmen'’s com- 
pensation, with a commentary by the authors 
on each case. These case studies are grouped 
according to the type of compensation plan 
used, with three of the cases concerned with 
salary plans, seven with commission plans, nine 
with salary and commission plans, and 11 
falling into the “bonus and other plans” 
category. 


* Director of Marketing Research, Tatham-Laird, Inc. 
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The jacket describes these two volumes as 
“the most thorough and comprehensive study 
of the problems of compensating salesmen that 
has yet been made.” There can be little quar- 
rel with that claim. 

Of the three major divisions of this study— 
the discussion of principles, the statistical sur- 
vey, and the 30 cases—the survey stands out, 
in this reviewer's opinion, as its major con- 
tribution. The survey in question is not a new 
one; it was published in 1951 in paper-bound 
form. Sponsored jointly by the Harvard 
School of Business and the National Sales 
Executives, Inc., it reported the sales-compen- 
sation practices of 1,243 companies in 1948 
and 1949. The present republication adds 11 
additional companies to the sample. There 
are those who feel that a study of 1948 and 
1949 practices is of limited value today. I 
cannot agree; the problems of salesmen’s com- 
pensation are almost timeless. The survey 
in question represents a milestone in sales- 
management literature, and will remain a 
source of valuable guidance for years to come. 
Making the survey findings available in per- 
manent form is an important contribution of 
the present publication. 


The other two major sections of this pub- 
lication are likely to be of limited interest 
and value to readers of THE MANAGEMENT 
Review. The discussion appears to be aimed 
more at teachers of sales management than 
at those who are primarily concerned with its 
more practical aspects. In preparing this re- 
view, I checked the opinions of a number of 
different sales executives as a precaution against 
prejudice on this point. Without exception, 
they found the present volumes to be rather 
widely separated from the realities of sales- 
compensation problems. The emphasis on the 
theory rather than the practice of sales com- 
pensation may be necessary and desirable in 
writing to an audience of teachers and stu- 
dents. However, it certainly reduces the value 
of the present books to the practical sales 
executive. 

One important limitation of the present 
volumes requires comment; I was very con- 
scious throughout my reading of these books 


The Management Review 











of the extent to which the authors have scru- 
pulously confined themselves to the subject 
of salesmen’s compensation. This was by de- 
sign, of course. Yet the problems of sales- 
men’s compensation are so closely and inti- 
mately interrelated with many other areas of 
sales‘management practice that it is almost 
impossible to get a balanced picture of sales- 
men’s compensation from a study which ex- 
cludes those other areas. There results in this 
case an examination of salesmen’s compensa- 
tion more or less in a vacuum. Sharp boun- 
daries of the field have been achieved through 
surgery, with a consequent loss of vitality. 
This may be a limitation of the approach— 
which was confined to the intensive examina- 
tion of a part of a complex and interrelated 
field—trather than of the present volumes, but 
limitation it is. 

Despite this criticism—which applies to the 
scope of the material and not the manner in 
which it has been treated—these are thought- 
ful, scholarly volumes of which the authors 
may well be proud. Are they volumes which 
readers of THE MANAGEMENT REVIEW are 
likely to find useful and helpful? The answer 
depends, I think, on the intellectual bent of 
each reader. If you as an individual react to 
a marketing problem by turning to one of the 
various case books in marketing which are now 
in print as a source of guidance, you are 
likely to find the present volumes similarly 
useful. 


BUSINESS FORECASTING: Principles and 
Practice. By Frank D. Newbury. McGraw- 
Hill Book Company, Inc., New York, 1952. 
273 pages. $4.75. 


Reviewed by Chapin Hoskins* 


For executives the outstanding value of this 
book will lie in the chapters which ably out- 
line the importance of business forecasting 
and enumerate practical ways of organizing 
corporate forecasting activities. 

“Forecasting . . . is as inescapable in busi- 
ness life as breathing and digestion are in 
physical life. . . . The broad test for good 


* Chairman of the Trustees, 
Research, Hopkinton, N. H 


Institute for Trend 
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forecasting is whether or not it leads to correct 
management decisions. Successful fore- 
casting reduces the area of avoidable risk. . . . 
Good planning depends on good forecasting.” 
Like many statements concerning management, 
these epigrams will to some managers seem 
obvious. The fact is, however, that the role 
which successful forecasting can play in effec- 
tive business operation is only beginning to be 
appreciated even in companies which have 
long been leaders in the development and im- 
provement of other management functions. 


It will do even the most able company 
administrators no harm to review their think- 
ing on this subject and re-examine their own 
companies’ policies and practices (or lack of 
them) in this area. For this purpose, these 
chapters will be found stimulating; the brief 
quotations given above are by no means a fair 
sample of the contents, which include an 
analysis of the different kinds of forecast and 
a discussion of the varying forecast needs of 
companies of different size and type. Whether 
or not the particular methods of forecasting 
which Mr. Newbury describes and recom- 
mends will provide that vision of future prob- 
abilities which management needs, the reader 
will judge for himself. 


There are at least two ways of approaching 
the problem of forecasting. The most popular 
method is to set up a theory of economic 
change and devise procedures which ought 
to work if the theory is correct. This is the 
method which a British scientific writer, Wil- 
liam H. George,! has named “the should- 
ought mechanism.” The currently fashionable 
method of using gross national product as a 
basis for individual company forecasts is, in 
this reviewer's humble judgment, a should- 
ought mechanism, as have been other widely 
publicized and now largely forgotten ap- 
proaches of previous years. Mr. Newbury’s 
book gives primary attention to this method; 
for those who wish to understand it, the 
author's exposition will be very helpful. 


The other approach to forecasting, that of 
patient and persistent application of scientific 


1 George, William H., The Scientist in Action. 











method in order that forecasting may be based 
on knowledge of exactly what does happen in 
this world of constantly changing business ac- 
tivity and prices, the author passes over. 
In this book, which was copyrighted in 1952 
and apparently written in the latter part of 
1951, he says: “The prospects are for an up- 
ward movement in the basic price trend? 
beginning in 1952 .. . There is certainly no 
reason to anticipate a downward movement 
of the basic price trend over the next few 
years . . . Prices decreased slightly beginning 


with March, 1951, and may continue to de- 
crease during 1951, but all the nonmonetary 


factors that influence actual prices indicate 
that actual prices will remain above the basic 
trend and will not fall below this trend.” In 
other words, the “should-ought™ of the situa- 
tion called for strength in prices during what 
is now the recent past. Meanwhile, quite the 
opposite expectation was held by a number 
of companies whose activities were guided by 
the basic-behavior approach. And the move- 
ment of prices, as measured by the BLS Spot 
Commodity Index, was downward from Feb- 
ruary, 1951 to at least June, 1953. 

Mr. Newbury does depart from orthodox 
theory in his advocacy of the use of business 


* By “trend” Mr. Newbury means “a calculated 
price trend which is determined solely by volume 
of physical production and money supply.” 





cycle analysis in forecasting, but he is more 
an apologist for than an exponent of the 
cyclical approach. “In forecasting by use of 
business cycles,” he states, “we have not 
progressed beyond the point of putting up 
road signs which point the direction but which 
are vague as to distances. But, as in a 
journey, if we can be sure we are headed in 
the right direction, exact distances are not 
too important.” He is seemingly unaware of 
the tremendous progress which has been made 
in this field. That his own measure of cyclical 
change in the Federal Reserve Board Index 
of Industrial Production was an entire half- 
cycle off in 1949, calling for a high where 
a low actually occurred, appears not to dis- 
turb him. Actually, it was possible, by more 
useful measurements, to come within a few 
months of accuracy in this instance. 

One further quotation may help the reader 
to evaluate the author’s approach to forecast- 
ing. “There is no sound basis for predicting 
the amplitude of individual cyclical swings 
from the behavior of cycles themselves,” he 
says. What he means is that theory offers no 
sound basis. As a matter of fact, unbiased 
scientific evidence has been indicating that in 
the affairs of an individual company it is 
sometimes possible, solely by study of the 
mechanics of cyclical behavior, to come closer 
to amplitude prediction than ever before. 
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EFFECTS OF TAXATION: INVESTMENTS BY INDIVIDUALS. By J. Keith Butters, Lawrence E. Thomp- 
son, and Lynn L. Bollinger. Division of Research, Harvard Business School, Boston, Mass., 
1953. 533 pages, $6.25. This final volume in a series on the effects of taxation upon business 
investigates the effects of recent tax legislation upon the willingness and capacity of individuals 
in upper tax bracket: to accumulate new investable funds. The data, collected in interviews 
with 750 investors, reveals that 65 to 70 per cent of all marketable stock held by private in- 
dividuals is owned by family spending units with net worth exceeding $250,000. Changes in 
the tax structure, as of 1949, substantially reduced the capacity of high-income individuals 
to supply venture capital for business and decreased their willingness to make equity-type in- 


vestments, but their remaining capacity is still very large—much larger than is generally sup- 
posed, the authors found. 
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GETTING THINGS DONE IN BUSINESS. Edited by Edward C. Bursk. Harvard University Press, 
Cambridge, Mass., 1953. 152 pages, $3.25. Based on addresses and discussion at the 22nd 
National Business Conference of the Harvard Business School Association last June, this 
volume consists of 10 penetrating essays on human motivations and dynamic forces in society 
encountered by business men in their dealings with their executives, their workers, and the 
public. Topics include: developing and maintaining the executive team, union power and 
teamwork in industry, and the corporation—a new form of government? 


MONEY, MEN AND MACHINES. By Waddill Catchings and Charles F. Roos. Duell, Sloan and 
Pearce, New York; and Little, Brown and Company, Boston, 1953. 116 pages, $2.50. After 
reviewing the role of money and banking in our economic system, the authors strongly criticize 
the monetary policies being followed by the Board of Governors of the Federal Reserve System, 
which, they state, tend to obstruct economic freedom and long-term prosperity. Specifically, 
they question the wisdom of Board decisions to reduce the amount of money in circulation 
(deflationary or “dear money” policy) as a means of controlling inflation. They advocate 
limitations on the Board's discretionary powers, recommending Congressional amendment of 
the Federal Reserve Act to define more clearly the objectives of public monetary policy. 


TEAMWORK IN RESEARCH. Edited by George P. Bush and Lowell H. Hattery. The American 
University Press, Washington, D. C., 1953. 191 pages, $4.00. The Third Institute on Ad- 
ministration of Scientific Research occupied itself largely with considerations of team research, 
and this book—itself an example of teamwork—is an adaptation of the proceedings. The several 
authors are concerned with maintaining individual creativity in science while meeting the prob- 
lems of specialization posed by “inter-disciplinary projects.” Topics discussed include organiza- 
tion, personnel factors, and such essentials of effective teamwork as communications and ad- 
ministrative support. A number of case examples are given. 


INDUSTRIAL RELATIONS 


RETIREMENT AND THE INDUSTRIAL WORKER: PROSPECT AND REALITY. By Jacob Tuckman and 
Irving Lorge. Bureau of Publications, Teachers College, Columbia University, New York, 1953. 
105 pages, $2.75. This book is the result of a study undertaken by the Institutes of Adult Ed- 
ucation and Psychological Research of Teachers College, in cooperation with the New York 
Cloak Joint Board of the International Ladies’ Garment Workers’ Union and the Federal 
Security Agency, to determine the attitudes of the union’s members toward retirement, and the 
reasons behind these attitudes. It is the authors’ contention that the psychological impact of such 
feelings must be considered in the construction of realistic retirement programs. Numerous 
tables are presented to illustrate the data. 


COMMUNITY WAGE PATTERNS. By Frank C. Pierson. University of California Press, Berkeley 
and Los Angeles, 1953. 213 pages, $3.75. The results of a survey of wage patterns, conducted 
by the Institute of Industrial Relations at UCLA, are here embodied in a factual account of 
wages and their relation to employment, investment, productivity, union activity, and local 
environment. The findings indicate that wages in particular industries and localities form a 
well-knit structure largely controlled by economic and social forces operating on a broad re- 
gional or national basis. Though the area studied (Los Angeles County) may be thought 
somewhat atypical of the nation as a whole, the analysis of the forces which control wages at 
the local level should have broad application. The text is supplemented by a number of charts 
and pointers on paper, printing, illustrations, and other production details. 


EDITING THE COMPANY PUBLICATION. By Garth Bentley. Harper & Brothers, New York, 1953. 
242 pages, $3.00. A revised, enlarged edition of How to Edit an Employee Publication, which 
appeared in 1944, this book covers publications prepared for consumers and distributors as well 
as for employees. It discusses the kinds and possible sources of news and information these 
publications should contain; methods of gathering, preparing, and distributing the material; 
and pointers on paper, printing, illustrations and other production details. 
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MANUFACTURING 


THE THEORY OF INVENTORY MANAGEMENT. By Thomson M. Whitin. Princeton University 
Press, Princeton, 1953. 245 pages, $4.50. Inventories, often referred to as the “graveyard” of 
American business, are here subjected to a meticulous analysis, based on computation of eco- 
nomical purchase quantities and statistical determination of safety allowances. After a dis- 
cussion of various systems of control, the author examines the effects of inventories on the 
business cycle and on the economy as a whole. Using the same general form of analysis, Mr. 
Whitin then approaches the problem of inventories in the national military establishment. 


THE PRACTICE OF TRAFFIC MANAGEMENT. By Edward A. Starr. The Transportation Press, P. O. 
Box 381, Dallas 1, Texas, 1952. 249 pages, $4.00. In this study of the duties and responsibilities 
of the traffic manager, the author examines his subject from the legal, economic, and practical 
points of view in an attempt to promote a deeper understanding of this important field. Topics 
discussed include organizational problems, rate structures, freight tariffs, routing of shipments, 
tracing of shipments, private trucks, and materials handling. 


PROGRESSIVE APPAREL PRODUCTION: WITH CASE PROBLEMS. By Bertrand Frank. Fairchild Pub- 
lications, Inc., New York, 1953. 166 pages, $4.50. This book concerns the current trend, in 
the needle trades, toward the manufacture of styled apparel and textile products in small lots. 
Twenty-seven case histories are presented, illustrating the strengths and weaknesses of this type 
of production, with the author's suggestions for improvement. The role of the production ex- 
ecutive is developed at some length, particularly with regard to the part he plays in integrating 
the various aspects of small-lot manufacturing. 





Publications Received 
[Please order directly from publishers) 














ADJUSTMENT TO PHYSICAL HANDICAP AND 
ILLNESS: A SURVEY OF THE SOCIAL PSYCHOL- 
OGY OF PHYSIQUE AND DISABILITY. By 
Roger G. Barker et al. Social Science Re- 
search Council, 230 Park Avenue, New 
York 17, N. Y. 1953. Revised edition. 
440 pages. $2.00. 


A GUIDE TO AUDIO-VISUAL MATERIALS IN 
MANPOWER AND INDUSTRIAL AND LABOR 
RELATIONS. By J. J. Jehring. New York 
State School of Industrial and Labor Rela- 
tions, Cornell University, Ithaca, 1952. 
Revised edition. 56 pages. Gratis to resi- 
dents of New York State. 


THE GANTT CHART: A Working Tool of Manage- 
ment. By Wallace Clark. Sir Isaac Pitman 
& Sons, Ltd., London, 1952. Available from 
The Ronald Press Company, New York. 
Third edition, revised. 168 pages. $3.50. 


MARKETING. By Ralph S. Alexander, Frank 
M. Surface and Wroe Alderson. Ginn and 


Company, Boston, 1953. Third edition. 
840 pages. $6.50. 
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FORD AT FIFTY: 1903-1953. Simon and Schus- 
ter, Inc., New York, 1953. 107 pages. 
$2.95. 


TVA—-DEMOCRACY ON THE MARCH. By David 
E. Lilienthal. Harper & Brothers, New 
York, 1953. Twentieth Anniversary Edi- 
tion. 294 pages. $3.50. 


INTRODUCTION TO BUSINESS FINANCE. By Bion 
B. Howard and Miller Upton. McGraw- 
Hill Book Company, Inc., New York, 1953. 
565 pages. $6.00. 


CREDIT AND COLLECTION PRINCIPLES AND 
PRACTICE. By Alber: F. Chapin. McGraw- 
Hill Book Company, Inc., New York, 1953. 
Sixth edition. 584 pages. $6.00. 


SUCCESSFUL SALESMANSHIP. By Paul W. Ivey 
and Walter Horvath. Prentice-Hall, Inc., 
New York, 1953. Third edition. 456 pages. 
$7.35. 


A HISTORY OF ECONOMIC THOUGHT. By John 
Fred Bell. The Ronald Press Company, 
New York, 1953. 696 pages. $6.50. 


The Management Review 











Ylow avatlable ... 


New Tools for Improved 
Managerial Planning 


TECHNIQUES AND DATA FOR PLANNING FINANCIAL POLICY 
(F.M. 102): Operations Research and Financial Planning . . . What Is a 
“Growth Company’? . .. The Outlook for Pension Planning . . . Prediction 
of Consumer Spending for Durable Goods and Houses . . . Planning and 
Controlling a Diversification Program ($1.25; AMA members, $1.00) 


MANAGEMENT DEVELOPMENT IN ACTION (Pers. 148): Selection 
and Training of Supervisors . . . The Development of Technical Personnel 
... Paying the Management Man... Management Development in Action: 
A Clerical Supervisor; A General Foreman; An Assistant Engineer; The 
Man at the Top ($1.25; AMA members, $1.00) 


PRACTICAL PROBLEMS OF EMPLOYEE RELATIONS (Pers. 149): 
Costs and Advantages of Industrial Medical Care . . . The Right Point 
of View in Employee Information . . . Problems of the Maturing Work- 
force: The Case for Flexible Retirement; Anticipating the Retirement 
Day; Maintenance of Health in the Elderly Workforce 

($1.25; AMA members, $1.00) 


RAISING THE SIGHTS OF OFFICE MANAGEMENT (0.M. 182): Man- 
agement Development in the Office . . . Developments in Office Work 
Measurement . . . Quality Control in the Office 

($1.25; AMA members, $1.00) 


ADMINISTRATIVE PROBLEMS IN CORPORATE INSURANCE BUY- 
ING (Ins. 96): Appraisal Techniques for Determining Insurance Values 
. . . Rating the Financial Structure of Insurance Companies . . . Loss 
Prevention as a Factor in Insurance Costs . . . Continuation of Employee 
Insurance After Retirement ($1.25; AMA members, $1.00) 


KEEPING PRODUCTION COSTS IN LINE (Mfg. 207): A Practical . 
Approach to Cost Control . . . Cost Control Features of the Break-Even 
Chart . .. Key Considerations in Inventory Management . . . Cost Reduc- 
tion in Good Materials Handling . . . Creating Cost-Consciousness Through- 
out the Organization ($1.25; AMA members, $1.00) 


Orders under $5.00 should be accompanied by remittance. 
% Please include 3% sales tax on all New York City orders. & 
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THE AMERICAN MANAGEMENT ASSOCIATION 


THE AMERICAN MANAGEMENT ASSOCIATION is a cooperative organization 
of industrial and commercial companies, business men, consultants, govern- 
ment officials, college instructors and other professional people who are 
interested in the development of better management methods. The AMA 
makes no profit, does no lobbying, and advances no propaganda. Its in- 
terests are solely in the solution of current business problems. 


The AMA serves its members through eight Management Divisions: 
Personnel, Manufacturing, Office Management, General Management, 
Finance, Insurance, Marketing, and Packaging. AMA makes possible for 
its members a broad interchange of information and experience by means 
of the following services: 


@ Conferences—large-scale meetings, held once or twice a year in each 
of AMA's eight Management Divisions. 


®@ Publications—three of the country’s foremost business periodicals: 
THE MANAGEMENT ReEviEW, PERSONNEL, and MANAGEMENT NEws; re- 
search reports and conference proceedings in AMA's eight Management 
Divisions; books on subjects of current interest. 


@ Workshop Seminars—three-day discussion groups of approxi- 
mately 15 participants. Held in all AMA Divisions, their purpose is to 
enable participants to explore and trade experiences in handling basic 
management problems. 


® Orientation Seminars—instructional meetings of 30 members 
which serve as a “refresher” in fundamentals. The emphasis is on lecture 
and presentation rather than group participation. 


®@ Management Course—a training program to assist in executive 
development, with emphasis on the basic principles, skills and tools neces- 
sary to get effective results at any level of responsibility. 


@ Management Information and Library Service—books, 
periodicals, research data drawn directly from industry; information on a 
wide variety of management problems. 


®@ Executive Compensation Service—continuing reports on 
current executive salaries and other types of compensation. 


© Briefing Sessions—meetings specializing in background informa- 


tion on current topics. 


@ Expositions—The Annual Packaging Exposition; special exhibits of 


forms, records, manuals and other managerial tools and documents. 





